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Part  1 - Final  Annual  Budget 

1.1  Mayor’s  Report 


The  Speaker,  Municipal  Manager,  Councillors,  Officials  and  members  of  the  community: 


It  is  my  pleasure  to  be  able  to  submit  to  you  the  draft  Integrated  Development  Plan  for  the  next  five 
years  (2017-2022)  as  well  as  the  Medium-Term  Revenue  and  Expenditure  framework  (MTREF)  for 
2017/2018  up  to  2020  through  for  the  Emalahleni  municipal  council. 

The  economic  environment  in  which  we  as  Emalahleni  Municipality  function  is  not  easy 
considering  our  high  rate  of  unemployment  and  poor  revenue  base  made  worse,  over  the  past  few 
years,  by  the  downturn  in  the  economy  caused  by  the  world  economic  recession  resulting  in  such 
negative  economic  contributors  as  sky  rocketing  fuel  and  food  prices. 


In  the  light  of  these  factors  over  which  we  have  little  or  no  control  we  are  faced  as  a municipality 
with  a daunting  task  and  the  challenge  of 

> Huge  backlogs  in  service  delivery, 

> The  socio-economic  problems  of  high  unemployment  and  poverty  levels. 


And  the  realisation  that  solutions  to  these  challenges  can  potentially  conflict  with  or  complement 
each  other. 


Today  I am  able  to  report  to  you  on  the  progress  made  in  implementing  financial  controls,  processes 
and  procedures  resulting  in  the  drafting  of  a credible  !DP  and  a credible  budget  linked  and  driven 
by  our  IDP  and  the  national  key  performance  areas  of: 


> Service  delivery 

> Financial  viability  and  management 

> Local  economic  development 

> Municipal  institutional  development  and  transformation. 

> Good  governance  and  public  participation 


We  as  Council  committed  ourselves  to  lead  by  example  in  ensuring  strict  financial  oversight  and 
compliance  with  the  guidelines  of  National  Treasury  MFMA. 

To  achieve  this,  we  as  the  Council  and  Executive  Committee  committed  ourselves  to  providing 
leadership  based  on  a culture  of  honesty,  ethical  business  practices  and  good  governance  by 
exercising  our  oversight  responsibility  regarding  financial  and  performance  reporting  as  well  as 
adherence  to  compliance  and  implementation  of  internal  controls. 
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Allow  me  now  to  highlight  areas  of  focus  within  our  departments 


Corporate  services 

Our  organogram  has  been  developed  to  ensure  that  it  is  consistent  with  the  needs  of  the 
organisation.  In  the  months  ahead  we  will  be  implementing  the  budgeted  positions  as 
approved  and  adopted  by  Council  with  this  budget. 

The  effectiveness  of  the  governance  systems  is  being  assessed  and  staff  within  the 
institution  must  work  in  an  integrated  and  focussed  manner  driven  by  the  IDP. 

We  are  striving  that  Emalahleni  Municipality  becomes  an  employer  of  choice  that 
capacitates  both  the  councillors  and  staff. 

We  will  also  be  implementing  a project  to  improve  the  connectivity 

Infrastructure  Development  and  Human  Settlements  (IDHS) 

The  focus  of  MIG  funding  will  be  to  ensure  that  projects  are  identified  within  EDTA, 
community  and  infrastructure  to  ensure  the  maximum  impact  on  our  community. 

The  emphasis  will  be  on  finalising  our  road  projects  and  continuing  the  electrification  of  our 
villages. 

An  area  we  will  focus  on  in  the  new  year  will  be  to  address  the  office  space  of  the 
institution. 

A number  of  roads  will  be  maintained  and  constructed  in  the  2017/18  financial  year. 

We  have  allocated  R1 7.421  million  to  construction  and  paving  of  roads  in  the  2017/18 
financial  year. 

Economic  Development  Tourism  and  Agriculture  (EDTA) 

The  5 year  IDP  which  has  been  developed  and  is  tabled  for  adoption  today  reflects 
community,  sectoral  and  stakeholder  input  and  involvement  and  will  be  our  guide  over  the 
remainder  of  our  term  of  office. 

Local  economic  development  is  a crosscutting  function  which  requires  the  involvement  of  all 
within  the  institution. 

The  Elithini  Coal  Mine  is  temporarily  closed,  however  there  has  been  political  engagements 
with  the  Provincial  Government  on  the  status  of  the  mine.  There  are  other  small  scale  mining 
activities  in  a form  of  sand  mining  and  the  brick  making.  The  municipality  is  in  a process  of 
exploring  potential  growth  out  of  those  small-scale  mining  activities  through  supporting  brick 
makers  from  Indwe  and  Dordrecht  to  supply  their  bricks  and  material  in  housing  projects. 

We  have  within  the  spatial  development  framework  of  our  IDP  focussed  on  potential  areas 
of  growth  and  despite  our  limited  resources  have  accessed  resources  to  develop  these 
potential  areas  of  economic  growth  through  led  projects. 

We  plan  to  utilise  our  interactions  with  business  forums  to  assist  them  to  bring  together 
established  and  emerging  businesses  to  share  experience  and  ideas. 
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Community  Services 


The  areas  I wish  to  highlight  within  the  Community  Services  directorate  relate  to  revenue 
enhancement  and  solid  waste  sites. 

The  development  and  establishment  of  a traffic  section  within  Emalahleni  municipality  has 
been  identified  as  a source  of  revenue  enhancement  coupled  to  ensuring  the  safety  of  our 
community  and  to  this  end  we  will  be  starting  the  process  to  establish  such  a department  in 
the  new  financial  year. 

The  solid  waste  site  and  its  completion  remain  a priority  and  we  will  continue  in  the  new 
financial  year  to  access  and  allocate  funds  to  this  critical  area  within  community  services. 

An  amount  of  R 1 million  has  been  budgeted  for  funding  the  construction  of  a landfill  site  in 
the  upcoming  year  as  soon  as  suitable  land  is  obtained. 

Finance 

The  process  is  ongoing  to  ensure  credible  data  that  forms  the  basis  of  our  financial 
reporting  and  to  this  end  we  will  ensure  that  the  SEBATA  system  is  implemented  and  used 
as  a management  tool. 

The  introduction  of  mSCOA  has  proven  to  be  a challenge  however  the  municipality  has  put 
all  its  resources  to  ensure  that  the  Municipality  is  mSCOA  compliant  by  1 July  2017  as 
required  by  National  Treasury. 

As  a municipality  we  are  grant  dependant  and  to  this  end  it  is  necessary  to  continue 
looking  for  opportunities  to  expand  the  revenue  base  to  reduce  our  dependence  on  grant 
funding  and  improve  our  financial  viability.  Hence  one  of  the  projects  under  financial 
viability  is  the  data  cleansing  and  revenue  enhancement  in  the  three  towns  of  Emalahleni, 
being  Cacadu,  Dordrecht  and  Indwe. 

in  the  new  financial  year  we  will  look  to  ward  councillors  and  committees  in  assisting  us 
with  our  debt  management  and  we  have  tabled  to  council  strategies  and  plans  to  improve 
our  current  collection  and  payment  rate  to  up  to  at  least  70  %. 

Budget  figures 

The  budget  we  table  today  projects  the  following: 

Increases 

The  tariff  increases  on  services  will  be  an  average  of  6.4% 

Electricity  has  been  increased  by  an  average  of  1.88%  in  line  with  NERSA  guidelines.  These 
tariffs  are  subject  to  approval  by  NERSA. 

By-laws  and  policies 

Council  has  by-  laws  and  policies  in  place  which  will  be  subjected  to  continuous  reviews  so  that 
they  remain  relevant. 
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Income  and  expenditure 
Operating  budget 

Total  Revenue:  R 186,  950  million 

Total  Expenditure:  R 194,  822  million 

Projected  deficit:  R 7, 872  million 

The  implication  of  this  is  to  alert  us  to  the  need  for  strict  budget  implementation  and  control  during 
the  financial  year. 

Capital  budget: 

Grant  Funding:  R 32.358  million 

Planned  Borrowings:  R 8.0  million 

Total  Capital  Expenditure:  R 40.358  million 


I hereby  table  the  Medium-Term  Revenue  and  Expenditure  Framework  for  2018  through 
2020  for  adoption  by  the  Emalahleni  Municipal  Council  as  per  the  resolutions  under  the 
item  and  budget  document. 

CLLR  N.  NYU  K WAN  A 

MAYOR 
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1.2  Council  Resolutions 

The  Council  approves  and  takes  the  following  resolutions  for  the  final  annual  budget 
(MTREF)  of  2017/18  financial  year: 

The  Council  of  Emalahleni  Municipality,  acting  in  terms  of  section  24  of  the  Municipal 
Finance  Management  Act,  (Act  56  of  2003)  approves: 


1.1.  The  annual  budget  of  the  municipality  for  the  financial  year  2017/18  and  the  multi- 
year and  single-year  capital  appropriations  as  set  out  in  the  following  tables: 

1.1.1.  Budget  Summary  reflected  in  Table  A1 

1.1.2.  Budgeted  Financial  Performance  (revenue  and  expenditure  by  standard 
classification)  reflected  in  Table  A2; 

1.1.3.  Budgeted  Financial  Performance  (revenue  and  expenditure  by  municipal 
vote)  reflected  in  Table  A3; 

1.1.4.  Budgeted  Financial  Performance  (Revenue  and  Expenditure)  reflected  in 
Table  A4; 

1.1.5.  Multi-year  and  single-year  capital  appropriations  by  municipal  vote  and 
standard  classification  and  associated  funding  by  source  reflected  in  Table  A5 
as  well  as  individual  capital  projects  reflected  under  SA36; 


1 .2.  The  financial  position,  cash  flow  budget,  cash-backed  reserve/accumulated  surplus, 
asset  management  and  basic  service  delivery  targets  are  approved  as  set  out  in  the 
following  tables  attached  in  the  budget  documentation: 

1.2.1.  Budgeted  Financial  Position  reflected  in  Table  A6; 

1.2.2.  Budgeted  Cash  Flows  reflected  in  Table  A7; 

1.2.3.  Cash  backed  reserves  and  accumulated  surplus  reconciliation  reflected  in 
table  A8; 

1.2.4.  Asset  management  in  Table  A9;  and 

1.2.5.  Basic  service  delivery  measurement  reflected  in  Table  A10. 


2.  The  Council  of  Emalahleni  Municipality,  acting  in  terms  of  section  75A  of  the  Local 
Government:  Municipal  Systems  Act  (Act  32  of  2000)  approves  and  adopts  the  following 
tariffs  as  set  out  and  included  in  the  budget  documentation,  with  effect  from  1 July  2015: 

2.1.  The  tariffs  for  property  rates  which  are  increasing  on  average  by  6.2  % (percent) 

• Residential  0.0092c/R 

« Undeveloped  land  0.0092c/R 
® Municipal  Buildings/Properties  Oc/R 

• Business  0.0138  c/R 

® Government  0.01 38  c/R 
® Agriculture  0.0020  c/R 
® Public  Service  Infrastructure  Oc/R 
® Public  Benefit  Organisations  0.0023  c/R 
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2.2.  The  tariffs  for  electricity  has  been  increased  by  an  average  of  1.88%  in  line  with 
NERSA  guidelines.  These  tariffs  are  subject  to  approval  by  NERSA. 

2.3.  The  tariffs  for  soiid  waste  services  which  are  increasing  on  average  by  6.2  % 
(percent). 

3.  The  Council  of  Emalahleni  Municipality,  acting  in  terms  of  75A  of  the  Local  Government: 
Municipal  Systems  Act  (Act  32  of  2000)  approves  and  adopts  with  effect  from  1 July 
2017  the  tariffs  for  other  services,  which  are  increasing  on  average  by  6.2  percent,  as 
set  out  in  the  attached  budget  documentation  as  (Annexure ). 


4.  Council  resolves  that  the  budget  related  policies  reflected  and  listed  below  are  approved 
for  the  budget  year  2017/18 

• Property  Rates  policy 
® Budget  Policy 

« Tariff  policy 
» indigence  Policy 

• Credit  control  and  Debt  collection 

® Cash  Management  and  Investments  policy 
® Asset  and  Disposal  Management  policies 

• Funding  and  Reserve  policy 

• Debt  and  Borrowing  policy 

• Fleet  Management  policy 
® Virements  policy 

® Petty  Cash  Policy 
® Supply  Chain  Management  policy 

5.  Council  resolves  that  the  filling  of  the  vacant  posts  as  identified  by  Municipal  Manger 
and  tabled  to  Executive  Committee,  be  approved. 


6.  To  give  proper  effect  to  the  municipality’s  annual  budget,  the  Council  of  Emalahleni 
Municipality  approves: 

That  cash  backing  is  implemented  through  the  utilisation  of  a portion  of  the  revenue 
generated  from  property  rates  to  ensure  that  all  capital  reserves  and  provisions,  unspent 
long-term  loans  and  unspent  conditional  grants  are  cash  backed  as  required  in  terms  of 
the  municipality’s  funding  and  reserves  policy  as  prescribed  by  section  8 of  the  Municipal 
Budget  and  Reporting. 
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1.3  Executive  Summary 

The  application  of  sound  financial  management  principles  for  the  compilation  of  the  Municipality's 
financial  plan  is  essential  and  critical  to  ensure  that  the  Municipality  remains  financially  viable  and 
that  municipal  services  are  provided  sustainably,  economically  and  equitably  to  all  communities. 
The  Municipal  Budget  and  Reporting  Regulations,  as  well  as  various  circulars  issued  by  National 
Treasury,  provides  the  guidance  for  budget  preparation  by  local  government. 

The  Municipality’s  business  and  service  delivery  priorities  were  reviewed  as  part  of  this  year’s 
planning  and  budget  process.  In  addition,  the  municipality  during  March  201 7 proactively  embarked 
on  a strategic  long-term  financial  sustainability  exercise  in  order  to  ensure  that  this  budget,  as  well 
as  future  budgets,  is  compiled  to  ensure  that  services  to  the  community  remains  at  high  levels 
without  overburdening  the  consumers  of  municipal  services  with  excessive  tariffs. 

The  main  items  identified  by  the  strategic  planning  exercise  can  be  summarised  as  follows: 

« Improved  service  delivery: 
o Underdeveloped  areas; 

• Impoverished  communities; 

• Co-operative  governance; 

• Unfunded  mandates,  core  functions  service  delivery  agents; 

• Land  availability  for  e.g.  economic  development; 
o Land  availability  for  establishing  tip-sites; 

• Alternative  service  delivery  options; 

• Obtaining  a “clean  audit”  inclusive  of  performance  management; 

• Delegation-  and  procedure  manuals; 

• Risk  management; 

® Improved  planning  and  beyond  5 years; 

® High  crime  rate; 

• Service  delivery  backlogs; 

» Improved  maintenance  programs; 

® Local  economic  development  facilitation; 

• Adequacy  of  municipal  reserves  and  financial  sustainability; 

® Curtail  electricity  losses; 

• Tourism  initiatives;  and 

® Improved  public  participation. 


For  each  of  these  risk  areas  the  municipality  is  compiling  business  plans  in  order  to  prioritise 
expenditure  according  to  the  risk  ratings.  These  business  plans  will  all  be  implemented  over  the 
MTREF  period  according  to  available  funding;  however,  in  the  2017/2018  financial  year  limited 
provision  was  made  for  the  implementation  of  the  business  plans. 

The  Municipality  has  also  embarked  on  implementing  a range  of  revenue  collection  strategies  to 
optimize  the  collection  of  debt  owed  by  consumers.  Furthermore,  the  Municipality  has  undertaken 
various  customer  care  initiatives  to  ensure  the  municipality  truly  involves  all  citizens  in  the  process 
of  ensuring  a people  lead  government.  The  municipality,  however,  acknowledges  that  there  can 
never  be  too  much  information  and  involvement  in  its  interaction  with  the  public  at  large,  and  for  that 
reason  it  is  still  identified  as  a major  risk  area. 
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National  Treasury’s  MFMA  Circulars  No.  58,  59,  66,  71,  72,  74,  75,  78,  79,  85  and  86  as  well  as  the 
Strategic  Workshops  and  IDP  consultation  processes,  were  mainly  used  to  guide  the  compilation  of 
the  2017/18  MTREF.  Some  of  the  key  challenges  faced  by  the  municipality  when  compiling  the 
budget  were: 

• The  ongoing  difficulties  in  the  national  and  local  economy; 

• Aging  roads  and  electricity  infrastructure; 

• The  need  to  prioritise  projects  and  expenditure  within  the  existing  resource  envelope; 

• The  increased  cost  of  electricity  (due  to  tariff  increases  from  Eskom),  which  is  placing  upward 
pressure  on  service  tariffs  to  residents.  Continuous  high  tariff  increases  are  not  sustainable 
- as  there  will  be  a point  where  services  will  no-longer  be  affordable; 

• Wage  increases  for  municipal  staff  that  continue  to  exceed  consumer  inflation,  as  well  as 
the  need  to  fill  critical  vacancies; 

• Affordability  of  capita!  projects  and  the  resultant  operational  costs  associated  with  new 
infrastructure  projects;  and 

The  municipality  is  in  a healthy  financial  position;  however,  it  needs  to  at  least  stabilise  and  further 
strife  to  continuously  better  its  financial  position,  coupled  with  acceptable  levels  of  service  delivery 
at  affordable  tariffs.  The  retention  of  sufficient  cash-backed  reserves  is  critical  for  the  long-term 
sustainability  of  the  municipality.  The  municipality  is  striving  to  establishing  a Capital  Replacing 
Reserve  to  fund  future  capital  projects  to  help  mitigate  the  over  dependence  on  grants  for  funding 
capital  projects. 

The  following  budget  principles  and  guidelines  directly  informed  the  compilation  of  the  2017/18 
MTREF: 

• The  2016/17  Adjustments  Budget  priorities  and  targets,  as  well  as  the  base  line  allocations 
contained  in  that  Adjustments  Budget  were  adopted  as  the  upper  limits  for  the  new  baselines 
for  the  201 7/18  annual  budget; 

• Tariff  and  property  rate  increases  should  be  affordable  and  should  generally  not  exceed 
inflation  as  measured  by  the  CPI,  except  where  there  are  price  increases  in  the  inputs  of 
services  that  are  beyond  the  control  of  the  municipality,  for  instance  the  cost  of  bulk 
electricity.  In  addition,  tariffs  need  to  remain  or  move  towards  being  cost  reflective,  and 
should  consider  the  need  to  address  infrastructure  backlogs; 

• There  will  be  no  budget  allocated  to  national  and  provincial  funded  projects  unless  the 
necessary  grants  to  the  municipality  are  reflected  in  the  national  and  provincial  budget  and 
have  been  gazetted  as  required  by  the  annual  Division  of  Revenue  Act; 

• The  budget  must  be  spent  in  full,  and  all  grants  should  be  utilised  in  full; 

In  view  of  the  aforementioned,  the  following  table  is  a consolidated  overview  of  the  proposed 
2017/18  Medium-term  Revenue  and  Expenditure  Framework: 
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EC135  Emalahleni  (Ec)  ♦ Table  A1  Budget  Summary 
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Total  operating  revenue  has  decreased  by  4.43  percent  for  the  2017/18  financial  year  when 
compared  to  the  2016/17  Adjustments  Budget.  For  the  two  outer  years,  operational  revenue  will 
increase  by  4.2  and  by  1 .0  percent  respectively.  The  main  reason  for  the  decrease  in  revenue  is  a 
decrease  in  other  revenue. 

Total  operating  expenditure  for  the  2017/18  financial  year  has  been  appropriated  at 
R194  822  million  and  translates  into  a budgeted  deficit  of  R40  230  million  before  capita!  transfers. 
When  compared  to  the  2016/17  Adjustments  Budget,  operational  expenditure  has  remained 
constant  in  the  2017/18  budget  and  increases  by  6.6  and  increase  by  6.0  percent  for  each  of  the 
respective  outer  years  of  the  MTREF.  The  operating  deficit,  after  capital  grant  transfers,  for  the  two 
outer  years  increases  to  R12  507million  for  the  2018/2019  financial  year  and  then  increases  to  R21 
603  million  for  the  2019/2020  financial  year.  The  main  reason  for  the  increase  in  deficit  is  the 
increasing  expenditure  with  no  corresponding  increases  in  Revenue. 

The  capital  budget  of  R40  358  million  for  2017/18  will  show  an  increase  when  compared  to  the 
2016/17  Adjustment  Budget.  The  latter  has  to  do  how  the  municipality  has  implemented  its  capital 
programmes  and  specifically  its  MIG  allocation  in  the  pass.  The  capital  programme  increases  to 
R43  519  million  in  the  2018/19  financial  year  and  then  in  2019/20  increases  to  R44  300  million. 
Borrowing  for  capital  projects  is  planned  as  follows,  R8  million  for  the  2017/18  financial  year,  R9 
450  and  R 8 424  for  the  two  outer  years.  The  municipality  is  still  well  within  the  iimits  of  its  borrowing 
capacity  but  will  raise  very  limited  loans  in  the  near  future  in  order  to  curtail  possible  rising  debt 
servicing  costs. 


1.4  Operating  Revenue  Framework 

For  Emalahleni  Municipality  to  continue  improving  the  quality  of  services  provided  to  its  citizens  it 
needs  to  generate  the  required  revenue.  In  these  tough  economic  times  strong  revenue 
management  is  fundamental  to  the  financial  sustainability  of  every  municipality.  The  reality  is  that 
we  are  faced  with  development  backlogs  and  poverty.  The  expenditure  required  to  address  these 
challenges  will  inevitably  always  exceed  available  funding;  hence  difficult  choices  have  to  be  made 
in  relation  to  tariff  increases  and  balancing  expenditures  against  realistically  anticipated  revenues. 

The  municipality  will  also  have  to  look  at  to  revamp  its  revenue  enhancement  strategy.  The  latter 
will  assist  the  municipality  to  identify  areas  to  improve  their  revenue  collection.  In  the  absence  of  a 
revenue  enhancement  strategy,  the  following  information  were  used  to  help  the  municipality’s 
revenue  management 

• National  Treasury's  guidelines  and  macroeconomic  policy; 

• Limited  growth  in  the  Municipality  and  continued  economic  development; 

• Efficient  revenue  management,  which  aims  to  ensure  an  improve  percentage  increase  in 
annual  collection  rate  for  property  rates  and  other  key  service  charges.  This  percentage  is 
low  compared  to  past  history,  but  is  being  calculated  conservatively  due  to  the  signs  of 
financial  stress  currently  being  experienced; 

• Electricity  tariff  increases  as  approved  by  the  National  Electricity  Regulator  of  South  Africa 
(NERSA); 

• Achievement  of  full  cost  recovery  of  specific  user  charges  especially  in  relation  to  trading 
services; 

• The  municipality's  Property  Rates  Policy  approved  in  terms  of  the  Municipal  Property  Rates 
Act,  2004  (Act  6 of  2004)  (MPRA); 

• Increase  ability  to  extend  new  services  and  recover  costs; 

• The  municipality’s  Indigent  Policy  and  rendering  of  free  basic  services;  and 

• Tariff  policies  of  the  Municipality. 
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The  inflation  forecasts  for  the  MTREF  period  is  on  average  5.9  % per  annum.  The  municipality's 
aim  is  to  not  exceed  inflation  in  its  annual  tariff  adjustments  but  external  factors  such  as  the  Eskom 
increases  and  which  are  beyond  the  control  of  the  municipality  hampers  this  goal. 

The  following  table  is  a summary  of  the  2017/18MTREF  (classified  by  main  revenue  source): 


Description 
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7 
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%W[  10.245 

tfi  f TA 
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Total  Revenue  [excluding  capital  transfers 
and  contributions) 

122,525 

^ '5535s  I 



The  percentage  revenue  from  own  sources  increases  during  the  budget  year.  In  the  two  outer  years 
of  the  MTREF  the  increases  in  revenue  is  consistent,  except  electricity  which  is  projected  to  increase 
by  much  higher  percentages  due  to  the  increases  allowed  by  NERSA.  The  growth  in  revenue 
contributions  are  indicated  below  (Excluding  Capital  Transfers).  In  line  with  the  formats  prescribed 
by  the  Municipal  Budget  and  Reporting  Regulations,  capital  transfers  and  contributions  are  excluded 
from  the  operating  statement,  as  inclusion  of  these  revenue  sources  would  distort  the  calculation  of 
the  operating  surplus/deficit. 
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EC135  Emalahleni  (Ec)  * Table  A4  Budgeted  Financial  Performance  (revenue  and  expenditure 


Current  Year  20U/I7 


Revenue  generated  from  rates  and  services  charges  forms  a significant  percentage  of  the  revenue 
basket  for  the  Municipality,  but  operating  grants  forms  the  major  funding  source. 

This  growth  can  be  mainly  attributed  to  the  increased  share  that  the  sale  of  electricity  contributes  to 
the  total  revenue  mix,  which  in  turn  is  due  to  rapid  increases  in  the  Eskom  tariffs  for  bulk  electricity. 
The  above  table  excludes  revenue  foregone  arising  from  discounts  and  rebates  associated  with  the 
tariff  policies  of  the  Municipality.  Details  in  this  regard  are  contained  below: 
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EC136  Enialatitom  (Ec) : Supporting  Table  SA1  Supportinqinq  detail  to  ’Sudn&ted  Financial  Performance1 
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Tariffs  for  indigent  households  are  set  out  below: 


1 

Rates  free  of  charge  to  the  value  based  on  market  value  of  his  property  to  the  maximum  of 
R80  000 

_2_ 

50  kWh  free  electricity  per  month 

3 

Free  refuse  x 4 removal  per  month 

Operating  grants  and  transfers  totals  R131  654  million  in  the  2016/17  financial  year  and  decreases 
to  R123  838  million  by  2017/18.  Operating  grants  usually  fluctuates  upwards  or  downwards  from 
year-to-year,  as  the  revenue  recognition  for  such  grants  depends  only  on  compliance  with  any 
conditions  attached  to  such  grants  and  it  is  also  dependant  on  the  funding  available  from  the  other 
spheres  of  Government.  The  unconditional  Equitable  Share  Grant,  however,  is  a grant  growing 
annually  according  to  a formula  determined  nationally  and  such  formula  is  applicable  to  all  local 
authorities  on  an  equal  basis.  The  contribution  for  Councillors  Allowances  also  increased 
significantly  for  the  budget  year.  The  following  table  gives  a breakdown  of  the  various  operating 
grants  and  subsidies  allocated  to  the  municipality  over  the  medium  term: 


EC136  Emala&Seni  |£c)  - Supporting  Table  SA1S  Transfers  and  grant  receipts 
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Capital  transfers  as  indicated  above  are  growing  steadily  from  R26  170  in  2017  to  R35  876  million 
over  the  MTREF  period. 
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Total  revenue  per  municipal  vote,  including  capital  transfers,  is  listed  below: 
EC136  £r;i3ial)leni  (Ec)  -Table  A3  Bulleted  Financial  Peitonnance  (revenue  and  apaidituie  by  munidpal  vote) 
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Tariff-setting  is  a pivotal  and  strategic  part  of  the  compilation  of  any  budget.  When  rates,  tariffs  and 
other  charges  were  revised,  local  economic  conditions,  input  costs  and  the  affordability  of  services 
were  taken  into  account  to  ensure  the  financial  sustainability  of  the  Municipality. 

National  Treasury  continues  to  encourage  municipalities  to  keep  increases  in  rates,  tariffs  and  other 
charges  as  low  as  possible.  Municipalities  must  justify  in  their  budget  documentation  all  increases 
in  excess  of  the  6.4  percent  upper  boundary  of  the  South  African  Resen/e  Bank’s  inflation  target. 
Excessive  increases  are  likely  to  be  counterproductive,  resulting  in  higher  levels  of  non-payment. 

The  percentage  increases  of  Eskom  bulk  tariffs  are  far  beyond  the  mentioned  inflation  target.  Given 
that  these  tariff  increases  are  determined  by  an  external  agency,  the  impact  it  has  on  the 
municipality’s  electricity  tariffs  are  largely  outside  the  control  of  the  Municipality.  Discounting  the 
impact  of  these  price  increases  in  lower  consumer  tariffs  will  erode  the  Municipality’s  future  financial 
position  and  viability. 

The  municipality  budgets  for  the  non-payment  of  accounts  based  on  past  experience  of  recovery 
rates.  The  municipality  applies  it  Credit  Control  Policy  stringently  but  there  are  always  situations 
where  there  are  defaults  on  payment.  The  contribution  for  bad  debt  is  budgeted  as  follows 
R7  526  million  in  2016/17  to  R7  500  million  in  2017/18  financial  year. 

It  must  also  be  appreciated  that  the  consumer  price  index,  as  measured  by  CPI,  is  not  a good 
measure  of  the  cost  increases  of  goods  and  services  relevant  to  municipalities.  The  basket  of  goods 
and  services  utilised  for  the  calculation  of  the  CPI  consist  of  items  such  as  food,  petrol  and  medical 
services,  whereas  the  cost  drivers  of  a municipality  are  informed  by  items  such  as  the  cost  of 
remuneration,  bulk  purchases  of  electricity  and  water,  petrol,  diesel,  chemicals,  cement  etc.  The 
current  challenge  facing  the  Municipality  is  managing  the  gap  between  cost  drivers  and  tariffs  levied, 
as  any  shortfall  must  be  made  up  by  either  operational  efficiency  gains  or  service  level  reductions. 
Within  this  framework  the  Municipality  has  undertaken  the  tariff  setting  process  relating  to  service 
charges  as  follows. 
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1.4.1  Property  Rates 

Property  rates  cover  the  cost  of  the  provision  of  general  services.  Determining  the  effective  property 
rate  tariff  is  therefore  an  integral  part  of  the  municipality’s  budgeting  process. 

National  Treasury’s  MFMA  Circular  No.  51  deals,  inter  alia  with  the  implementation  of  the  Municipal 
Property  Rates  Act,  with  the  regulations  issued  by  the  Department  of  Co-operative 
Governance.  These  regulations  came  into  effect  on  1 July  2009  and  prescribe  the  rate  ratio  for  the 
non-residential  categories,  public  service  infrastructure  and  agricultural  properties  relative  to 
residential  properties  to  be  0.25:1 . The  implementation  of  these  regulations  was  done  in  the  previous 
budget  process  and  the  Property  Rates  Policy  of  the  Municipality  has  been  amended  accordingly. 

The  following  stipulations  in  the  Property  Rates  Policy  are  highlighted: 

• The  first  R1 5 000  of  the  market  value  of  a property  used  for  residential  purposes  is  excluded 
from  the  rate-able  value  (Section  17(h)  of  the  MPRA); 

• 100  percent  rebate  will  be  granted  to  registered  indigents  in  terms  of  the  Indigent  Policy  to  a 
maximum  valuation  of  R80  000; 

• The  limit  for  indigent  households  is  twice  the  amount  of  government  social  pensions. 

The  municipality  investigates  a tariff  structure  consistent  with  operational  requirements  but  also  to 
ensure  that  the  ratepayers  are  not  over-burdened. 

The  categories  of  rateable  properties  for  purposes  of  levying  rates  and  the  proposed  rates  for  the 
201 7/1 8 financial  year  based  on  a general  6.2  percent  increase  from  1 Juiy  2017. 


CURRENT 

YEAR 

16/17 

BUDGET 

YEAR 

17/13 

BUDGET 

YEAR  +1 

13/19 

BUDGET 

YEAR  *2 

19/20 

Ratios 

Exd  Vat 

Exd  Vat 

Exd  Vat 

Excl  Vat 

ASSESSMENT  RATES 

Residential 

1,00 

0,0037 

0,0092 

0.CG9S 

Undeveloped  lanaVVacant  land 

LOO 

0,0087 

0.0092 

0,0103 

Business 

L50 

0,0120 

0,0138 

0.0155 

Government 

■ 

0.0130 

0.0138 

0.0147 

0.0155 

Agrictilture/Farms 

BS5EI 

mm 

WEm 

0.0024 

0.0026 

Public  Service  Infrastructure 

■BH 

0.0000 

k3: 

Public  Benefit  Organisation 

H3 2 

0.0022 

BBI1I 

Indigent  subsidy  will  be  based  on  market  value  of  R SO  000  for  property  rates 

mm 

1.4.2  Sale  of  Electricity  and  Impact  of  Tariff  Increases 


Electricity  has  been  increased  by  an  average  of  1 .88%  in  line  with  NERSA  guidelines.  These  tariffs 
are  subject  to  approval  by  NERSA. 

Considering  the  Eskom  increases,  the  consumer  tariff  had  to  be  increased  by  1 .88%percent  to  offset 
the  additional  bulk  purchase  cost  from  1 July  2017.  Furthermore,  it  should  be  noted  that  given  the 
magnitude  of  the  tariff  increase,  it  is  expected  to  depress  growth  in  electricity  consumption,  which 
will  have  a negative  impact  on  the  municipality’s  revenue  from  electricity.  Registered  indigents  will 
again  be  granted  50  kWh  per  30-day  period  free  of  charge. 
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ELECTRICITY  TARIFFS  & CHARGES 

Standard  interest  + 1.00%  would  be  charged  on  ail  late  payments 
Implementation  subject  to  NERSA  approval 


Tariffs  are  applicable  throughout  Emalahieni  Municipality  unless  indicated  otherwise 


CURRENT 

BUDGET 

BUDGET 

BUDGET 

YEAR 

YEAR 

YEAR+1 

YEAR  +2 

16/17 

17/18 

iB/19 

19/20 

Ratios 

Exci  Vat 

Excl  Vat 

Exci  Vat 

Excl  Vat 

\maMcm  § fa m MPmym&r  nersa 

ft§3§|^ 

gjggfgf 

HOUSE  HOLDS 

Indigents  Prepaid 

Block  1 - 0 - 50  Kwh 

0 ss 

0.90 

0.95 

1,01 

Block  2 -51  -350  Kwh 

1.12 

mam 

1.21 

1.28 

Block  3-151  - 600  Kwh 

1.4$ 

1.50 

1.59 

1.62 

1.75 

1.73 

2.99 

Domestic  Conventional  & PrepaicJs  - Single  Phase 

Block  1-0-50  Kwh 

DEB 

— EEB 

0.95 

■ 

Block  2 -51  -350Kv/h 

1.12 

MBS 

1.21 

Block  3 - 351  - 600  Kwh 

1.52 

I.S5 

1.64 

1.73 

Block  4 - > 600  Kwh 

1.79 

1.82 

1.93 

2.04 

Domestic  Conventional  & Prepaids  - Three  Phase 

Blockl- 0-50  Kwh 

HHES3 

1.27 

1,35 

Slock  2- 51  -350  Kwh 

1.23 

HKE9 

RMBES 

1.47 

Block  3-  351  -600 KWh 

156 

1.59 

mmm 

1.78 

Biock4  - >609  Kwh 

1,73 

1.82 

1,33 

2.04 

ESS?' 

liigiig 

■H 

mmm 

SMALL  < 3 500  Kwh 

warn 

CONVENTIONAL  SINGLE  PHASE 

Basic  Charge /month 

339  25 

NES3S 

403.65 

427.06 

Energy  charge;  kWh 

1-35 

MBS 

1.55 

1,63 

CONVENTIOMAL  THREE  PHASE 

Baste  Charge /month 

734.77 

780.33 

825.53 

S73.47 

1.38 

1.46 

1.55 

1.64 

Prepare  - Single  phase 

1.84 

1.88 

1.33 

2. 1C 

Prepaid  - Three  phase 

1.S7 

1.91 

2.02 

2.13 

LARGE  > 3 500  Kwh  (Dodrecht  & tmiv/ej 

Basic  Charge  /month 

73917 

7S5.00 

S78.70 

Energy'  charge:  kWh 

0.81 

0.82 

0.37 

0,92 

Demand:  R/kVA 

192,11 

195.72 

219.0S 

Kva  meter  - Kwh 

1C9 

2.11 

1.17 

1.24 

- Kva 

120.77 

137.73 

■ 

Single  & Three  Phase 

1 

1.38 

1.40 

lv49 

1.57 

@ COST 

TEMPERING  PEN AITIE.S 

illllfli 

ggj^.^'sg 

■■■ 

. * o'\ 

1ST  OFFENCE 

1 500.00 

1 650.U0 

1 850.00 

1 957.00 

2ND  OFFENCE 

3 CC0. 00 

3 3C0.Q0 

3 550.00 

3 756.00 

BlflSlI 

'F  552K 

HHHH 

WmmBm 

3 282  83 

4 346.30 

4 593.39| 

1— i 

1 

Domestic  - Single  Phase 

503,40 

955.79 

1011.23 

1 059.SS 

Business 

1639  23 

1737.79 

1902.05 

2 012.38 

Business/CommercUil  [ 1C0  Kva) 

5 116,83 

5413.66 

5 727.55 

6 059.86 

Business/Commercial  - Three  Phase  (50 Kva) 

13  055,83 

23  814.19 

24  615.41 

15  463.11 

Electricity  is  regarded  as  a trading  account  which  should  make  a profit,  although  NERSA  monitors 
and  limits  this  profit  to  about  10%  if  possible.  The  municipality  does  not  make  a profit  on  electricity 
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and  must  implement  ways  of  achieving  a profit,  without  overburdening  the  consumers  with 
exorbitant  tariffs. 

Eiectricity  line  losses  should  be  continuously  monitored  as  it  can  represent  a significant  financial 
loss  for  the  municipality.  In  general  electricity  line  losses  of  10%  are  being  regarded  as  "acceptable” 
in  the  industry  and  Emalahieni  Municipality  is  well  above  that  norm. 


Comparison  between  current  electricity  charges  and  increases 

It  should  further  be  noted  that  NERSA  has  advised  that  a stepped  tariff  structure  must  be  used.  The 
effect  thereof  will  be  that  the  higher  the  consumption,  the  higher  the  cost  per  kWh.  The  aim  is  to 
subsidise  the  lower  consumption  users  (mostly  the  poor).The  Municipality  should  comply  with  this 
requirement. 

1 .4.3  Waste  Removal  and  Impact  of  Tariff  Increases 

The  Municipality  should  implement  a solid  waste  strategy  to  ensure  that  this  service  can  be  rendered 
in  a sustainable  manner  over  the  medium  to  long-term.  The  main  cost  drivers  for  this  section  are 
repairs  and  maintenance  on  vehicles,  increases  in  general  expenditure  such  as  petrol  and  diesel 
and  the  cost  of  remuneration,  in  addition,  the  cost  of  new  landfill  sites,  the  effect  of  depreciation  and 
rehabilitation  on  these  landfill  sites  all  plays  an  important  role  as  cost  drivers.  Considering  the  deficit, 
it  is  recommended  that  a comprehensive  investigation  into  the  cost  structure  of  solid  waste  function 
be  undertaken,  and  that  this  include  investigating  alternative  service  delivery  models.  The  outcomes 
of  this  investigation  should  be  incorporated  into  the  next  planning  cycle. 

Higher  increases  then  inflation  will  not  be  viable  in  2017/18  owing  to  the  significant  increases 
implemented  in  previous  financial  years  as  well  as  the  overall  impact  of  higher  than  inflation 
increases  of  other  services.  Any  increase  higher  than  6 percent  would  not  only  be  counter- 
productive and  will  result  in  affordability  challenges  for  individual  rates  payers  raising  the  risk 
associated  with  bad  debt,  but  also,  although  on  a small  scale,  not  assisting  the  national  government 
in  reaching  the  CPIX  target  of  between  3 and  6 percent. 

The  following  table  compares  current  and  proposed  amounts  payable  from  1 July  2017: 
Comparison  between  current  waste  removal  fees  and  increases 


CURRENT 

YEAR 

16/17 

BUDGET 

YEAR 

17/18 

BUDGET 

YEAR+1 

18/19 

BUDGET 

YEAR +2 

19/20 

Ratios 

Excl  Vat 

Excl  Vat 

Excl  Vat 

Excl  Vat 

Domestic  consumers 

74.73 

73.42 

84.11 

33,38 

Commercial  consumers 

149  54 

158,82 

168.19 

177.S4 

Government  consumers 

37351 

336.67 

420.07 

444,44 

indigent* 

74.78 

79.42 

84,11 

ss.ss 

Subsidy- 100% 

74.78 

79.42 

84.11 

ss.ss 

Effective  charge 

D.C0 

0.00 

0.00 

0,00 

Special  refuse  collection 

273,52 

289.33 

306.17 

323,83 

Special  refuse  collection  - Government  and  Commercial 

325.04 

343.SS 

363.84 

324.34 

Collection  of  garden  refuse 

■PEB3 

heuis 

HEB1 

■n 

Tree -cutting  inside  yard 

KE3E 

tell!! 

Building  rubble -per  load 

HES 

HESS! 
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1.4.4  Overall  impact  of  tariff  increases  on  households 

The  following  table  shows  the  overall  expected  impact  of  the  tariff  increases  on  different  households. 
The  National  Treasury  adjusted  the  way  comparatives  are  being  calculated  and  for  that  reason 
current  tariffs  are  unfortunately  not  included. 

Note  that  in  all  instances  the  overall  impact  of  the  tariff  increases  on  household’s  bills  has  been  kept 
to  about  5%,  excluding  the  electricity  adjustments. 


EC136  Emalahleni  (£c)  - Supporting  Table  SA14  Household  bins 


Description 

Rand  cent 

Ref 

2013^14 

Audited 

Outcome 

2514/15 

Audited 

Outcome 

2015/15 

Audited 

Outcome 

Current  Yes?  2018/17 

Original  Adjusted  i Full  Year 

Budget  Budget  ! Forecast 

20*7;t5  Medium  Term  Revenue  & 
Expenditure  Frams*erir 

Budget  Year 
2017/1S 

M mcr 

Budget  Year  j 
20IT/1S  1 

Budget  Year 

♦1  2012(13 

Budget  Year 

+2  2019/20 

Monthly  Account  lor  Household  - ‘Middle 

1 

Income  R ar-oe' 

Rates  and  services  charges 

» 

420  00 

<45  B 

MX 

<15  62  • 

<55  53 

<H52 

t 7v« 

1 • \ 

cst  rt. 

C.J7 

- 

- 

- 

l 

740.VV 

1 34A.OO 

1 «2.5S 

* 445  55 

1 «5S2 

1503  54  i 

1 £2*-.50 

t SS203 

25  24 

- 

- 

- 

1 

- 

- 

- 

•• 

72 

- 

- 

- 

£5  S3 

6 = ;v 

7055 

T<72 

74  75 

74  73 

5 £% 

75  *2  | 

23  71 

G?.&* 

- 

i 

subtotal 

2 174  SS 

1 252  2v 

t zins 

2021  35 

202135 

2021  35 

4 2% 

2106  93  i 

2 227.21 

2 358  95 

VAT 

2i5  5t 

C-y  £? 

17372 

*27  25 

1ST  25 

1ST  25 

1 2% 

4 ...  .? 

20552 

2?7  45' 

Total  large  household  bill: 

2309  36 

1 35123 

2055  50 

2 20$  St  ' 

2 20361 

2 203.61 

4.2% 

2 301.18  i 

2432  73 

2 576.44 

% increase /-decrease 

(415%) 

52.3% 

G . 

- 

- 

4.2%  j 

5 7% 

5.9% 

Monthly  Account  for  Household  • 'Affordable 

2 

Rates  and  services  charges  t 

?/:>*•  ry  oas  i 

500  $& 

54 

351  <2 

251  *5 

231  50 

-'*>  ?:>  1 

352  04 

t-?: 

£'««*/  E2S=C^«V  j 

5*53 

_ 

- 

~ 

j 

545  0D 

2"'- CO 

| 553  CO 

= £$  C:C 

SOI  JS 

50  f .55 

£56  I’v  * 

1C!?. 55 

* 072  2; 

ttiar.  Ssssavy 

i 27  02  ■ 

- j 

- 

- 

j 

25 

_ ! 

i 

- 

| 

Ssrissw* 

«.$.  7;. 

_ j 

_ 

- 

6?s5. 

es  20 j 

j 70*2: 

?4  7?.  • 

74. 70 

7<T0 

5 c*» 

75 '2  s 

2-3  ' 

i .75  SS 

subtotal 

142-3  0? 

! 754^84"! 

r 5£0  9? 

i 02s  35  \ 

1 023  36  ’ 

1 102^6 

‘ 36«4 

1 40705  I 

iisrwl 

■"""  157153 

VAT  d S'if'/:C5S 

I 13SS3  h 

r3  55  i 

1 77.21 

32.1  f •! 

33.11  : 

£?  f f. 

: 0,V:i 

127.13  j 

<345i_j 

142  22 

Total  small  household  bill 

!“  t «i3£H 

' S0M2  ■ 

f 7m2z 

* - Yui  ii~\ 

\T\Uf 

i Titf.47 

33  6V» 

T534TSr 

' "1  liioT  1 

! 1?17.SS 

% mcrease/.decrease 

(43.4%) 

j 214% 

7.6%  | 

- ■ 

! 

33  0%  j 

57% 

5 9% 

•*  rS 

-07$  ; 

i ff s 

j 

Monthly  Account  for  Household  - 'Indioeni’ 

3 

| 

Household  reeeivinn  free  b«ic  services 

j 

Rates  and  services  charges 

\ 

r'CvifT/ 

i 

• « cj  : 

<=4  “5 

255  5 3 : 

20553  : 

; 20553 

*5c-6-T  1 

T7T.SS  ■ 

; 155  33 

Z&ZHSf  zttZiiVf 

i 27003 

- i 

1 

£«P5!F.  Qvtjrtfx* 

! 5-*vS0  ' 

1 35350 

37555  i 

275.35  : 

[ 275  S5 

I’lJIVj 

020  Cv  | 

3<?IV  ; 

j 6^4$ 

V!z&.  Zn-z  *vy 

i ... 

[ 

\ 

f 

Wit*?. 

j ^V?4 

i 

~ 

i 

| 

_ . 

| 

* 

•i 

•Rrtiss  nemevs 

j ass 

-5.12  \ 

| 70  H5 

74.70  : 

7<  72- 

; 74  T$ 

| 

i 

| 

Of-r 

L 

subtotal 

f*  120T5V 

\ soTsT ! 

| sTssF 

----- 

661.35  ' 

r is~3§' 

’ (24  Si; 

453.72  ! 

52703 

I 553.23 

vat  c>i 

j < 

25.35; 

i 5205 

ll.U  : 

S5.e<  • 

j 5£S4 

_4&H  j 

426-3 

; <>.37 

Total  small  household  tilt 

i " 1527  01 

r " 54632  : 

i e?oss 

717  20 

f ' 71720 

.... 

’**563  52" 

I E33S6 

*A  increase-decrease 

| 

i m my 

1 22.7% 

G.5%  ( 

- 

i 

(24.8%)! 

57% 

j 5.9% 
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1.5  Operating  Expenditure  Framework 

The  Municipality's  expenditure  framework  for  the  2017/18  budget  and  MTREF  is  informed  by  the 
following: 

• Guidance  provided  by  National  Treasury  in  Circulars  58,  59,  66,  71,  72,  74,  75,  78,  80,  85 
and  86; 

• Balanced  budget  constraint  (operating  expenditure  should  not  exceed  operating 
Revenue)  unless  there  are  existing  uncommitted  cash-backed  reserves  to  fund  any  deficit; 

Funding  of  the  budget  over  the  medium-term  as  informed  by  Section  1 8 and  1 9 of  the 
MFMA; 

The  capital  programme  is  aligned  to  the  asset  renewal  strategy  and  backlog 
eradication  plan; 

Operational  gains  and  efficiencies  will  be  directed  to  funding  the  capital  budget  and  other 
core  services;  and 

• Limitation  on  tariff  increases. 

The  following  table  is  a high  level  summary  of  the  2017/1 8budget  and  MTREF  (classified  per  main 
type  of  operating  expenditure): 
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EC136  Enmlahfeni  (Eel  - Tabte  A4  Budgeted  Financial  Pc-ftormancc  (revenue  and  expenditure) 


Description  R«f 

S 2M3/M 

j 

231415  ; 20  f 5/16 

Current  Tear  20*Sn? 

2017/18  Medium  Term  Revenue  & Expenditure  Fr smtwort 

• Audited 

i Audited  i Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Yar-fl 

Budget  Year +2 

' Outcome 

Outcome  i Outcome 

Oudgft 

0ud(}fJ 

Forecast 

R1WW 

2018/13 

2019.42* 

Revenue  By  Source  i 

\ 

SV5P4**  ; 2 

; 2.21s 

; 3.744 

4.33* 

4425 

442-5 

4 

4.35? 

4*13 

i'=5r**:.-ry  : 2 

I 2V0 

i c.-cc- 

*2 17$ 

11.5*4 

1V514 

•0.?*5 

11.290 

12.032 

‘ 2 

| f;E52 

- . 

- 

- 

_ 

- 

- 

vJS*VC2  2 

1 ITi* 

- ! 147} 

- 

- 

* 

- 

- 

- 

S5V.:*  Z'l'tX  - rj&SS  r*Vr%«  \ 2 

i.cvS 

23.57  i 3,327 

4.527 

4 92“ 

3530 

3.914 

c^rofs  • etc-* 

- ] 

- 

- 

- 

~ 

- 

5 izy-y^ t 

73? 

72*  ; 771 

767 

m 

52v 

y*srsat  e 

3 CCS 

j im 

2.227 

4 ;>  / 

2257 

2.525 

2.iZ~ 

2.242 

r&zZivfz:  * ciaas^g  fissers 

3.455 

% c vT.  : 

2.7<;7 

4 322 

4£’.t, 

5 213 

i.*Si 

V£3 

' • 

- 

- 

- 

r^S . zr*  ?;rf  s 

115 

MMi  w 

153 

50 

23? 

0?2 

i?2 ) 441 

s:s 

75* 

*7Z>0 

1305 

1.50S 

Acercy  ssivss 

« i 55 

1,345 

35 

if 

252 

1.C1S 

1.CC4 

I'SrtSfe* 

1*2.1-51 1 145. ’.SO 

122. SIS 

122.51S 

i2S.2?> 

QSr-ir  rzvzr.iii  , 2 

2,328 

3.474 ; 2.571 

522 

53? 

v j'.r  j C-'- 

- 

- 

- 

122525 

m.m'  m;m 

156,642 

165,757 

161757 

154.532 

161,08$ 

152,771 

anc  contf;t)Uiioii3) 

Excendinire  By  Type  ? 

I ! 

a rffjs*  cost*  : 2 

; 2i  ?>t  j 

42753  ; 

0*5 

7?  OOv 

5 Jt  C? 

f.77 

rt'riSM’Z i»  Ci  t 

f j 

■ Hi  2 l 

1 10.1C4  i 1D.C5S 

11  327 

227 

*2  G71 

>2.m 

i3i:0 

■■  2 

1 ii<5 

i 15,557 1 5.527  ’ 

252^  ■ 

7.323  ! 

7574 

? £00  : 

i ?*2$i 

; 

5 ’ 2 

| $1.7*5 

| ;2. 255 ; 52502 1 

24.3;'? 

24  334  - 

24  354 

C4.?2i  i 
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The  budgeted  allocation  for  employee  related  costs  for  the  2017/18  financial  year  totals 
R78  926  million,  which  equals  41  percent  of  the  total  operating  expenditure.  The  percentage  is  41 
and  42  percent  in  the  outer  years  of  the  MTREF  period.  Should  electricity  bulk  purchases  and 
depreciation  be  excluded,  in  order  to  compare  it  with  other  municipalities  on  a more  equal  basis,  the 
costs  represent  54  percent  of  the  expenditure  throughout  the  MTREF.  Based  on  the  guidance 
provided  by  National  Treasury  in  Circular  86  and  in  the  absence  on  a new  collective  agreement  on 
increases,  salary  increases  have  been  factored  into  this  budget  at  a percentage  increase  of  9 
percent  for  the  2017/18  financial  year.  An  annual  increase  of  9 percent  has  also  been  included  in 
the  two  outer  years  of  the  MTREF. 

The  cost  associated  with  the  remuneration  of  councillors  is  determined  by  the  Minister  of  Co- 
operative Governance  and  Traditional  Affairs  in  accordance  with  the  Remuneration  of  Public  Office 
Bearers  Act,  1998  (Act  20  of  1998).  The  most  recent  proclamation  in  this  regard  has  been 
considered  in  compiling  the  Municipality’s  budget. 
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The  provision  of  debt  impairment  was  determined  based  on  an  annual  collection  rate  of  50  percent 
and  the  Debt  Write-off  Policy  of  the  Municipality.  Forthe  2017/18  financial  year,  this  amount  equates 
to  R7.5  million  and  escalates  to  R8  371  million  by  201 9/20. While  this  expenditure  is  a non-cashflow 
item,  it  informed  the  total  cost  associated  with  rendering  the  services  of  the  municipality,  as  well  as 
the  municipality’s  realistically  anticipated  revenues. 

Provision  for  depreciation  and  asset  impairment  has  been  informed  by  the  Municipality’s  Asset 
Management  Policy.  Depreciation  is  widely  considered  a proxy  for  the  measurement  of  the  rate  of 
asset  consumption.  Budget  appropriations  in  this  regard  total  R24  729  million  for  the  2017/18 
financial  and  equates  to  12.7  percent  of  the  total  operating  expenditure.  In  order  to  measure  it 
against  other  municipalities,  if  electricity  bulk  purchases  are  eliminated,  it  represents  13.9  percent 
of  the  expenditure.  The  average  for  local  municipalities  in  recent  research  is  13,76  percent,  and  this 
small  difference  indicating  that  expected  useful  lives  and  depreciation  rates  are  realistic. 

Bulk  purchases  are  directly  informed  by  the  purchase  of  electricity  from  Eskom.  The  annual  price 
increases  have  been  factored  into  the  budget  appropriations  and  directly  inform  the  revenue 
provisions.  The  expenditures  include  distribution  losses.  Electricity  bulk  purchases  represent  8.5 
percent  of  expenditure  and  decreases  to  8 percent  and  7.5  percent  in  the  outer  years.  If  depreciation 
is  excluded,  the  percentage  is  9.7  percent  for  the  budget  year. 

National  Treasury  is  introducing  a new  Chart  of  Accounts  and  additional  expenditure  line-items  in 
the  budget.  One  of  these  line-items  is  “Other  materials”.  Other  materials  comprise  of  amongst  others 
the  purchase  of  fuel,  diesel,  materials  for  maintenance,  cleaning  materials  and  chemicals.  This 
group  of  expenditure  has  been  identified  in  order  to  measure  sustainability  of  the  Municipality’s 
infrastructure.  The  municipality’s  financial  systems  are,  however,  not  yet  ready  to  implement  this 
change  and  will  be  addressed  in  future  budgets. 


Main  operational  expenditure  categories  for  the  2017/18  financial  year 
1.5.1  Priority  given  to  repairs  and  maintenance 

Aligned  to  the  priority  being  given  to  preserving  and  maintaining  the  Municipality’s  current 
infrastructure,  the  2017/18  budget  and  MTREF  provide  for  extensive  growth  in  the  area  of  asset 
maintenance,  as  informed  by  the  asset  management  policy  and  repairs  and  maintenance  plan  of 
the  Municipality.  In  terms  of  the  Municipal  Budget  and  Reporting  Regulations,  operational  repairs 
and  maintenance  is  not  considered  a direct  expenditure  driver  but  an  outcome  of  certain  other 
expenditures,  such  as  remuneration,  purchases  of  materials  and  contracted  services.  Considering 
these  costdrivers,  National  Treasury  requires  municipalities  to  adapt  their  costing  systems  to  reflect 
these  costs  as  Repairs  and  Maintenance.  The  municipality  financial  systems,  as  yet,  cannot  provide 
for  this  request  and  it  will  be  implemented  in  future  budgets. 

During  the  compilation  of  the  2017/18  MTREF  operational  repairs  and  maintenance  was  identified 
as  a strategic  imperative  owing  to  the  aging  of  the  Municipality’s  infrastructure  and  historic  deferred 
maintenance.  To  this  end,  the  municipality  identified  this,  together  with  other  strategic  items,  as 
priority  to  be  investigated  and  changes  to  be  incorporated  into  the  next  budget,  if  not  already  to  the 
2017/2018  Adjustments  Budget.  The  table  below  provides  a breakdown  of  the  repairs  and 
maintenance  in  relation  to  asset  class: 
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£Cl3S  Ematehteni  (Ec)  - Supporting  Table  SA34c  Repairs  and  maintenance  expenditure  by  asset  class 
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Free  Basic  Services:  Basic  Social  Services  Package 

The  social  package  assists  households  that  are  poor  or  face  other  circumstances  that  limit  their 
ability  to  pay  for  services.  To  receive  these  free  services  the  households  are  required  to  register  in 
terms  of  the  Municipality’s  Indigent  Policy.  The  target  is  to  register  all  indigent  households  during 
the  2017/18  financial  year,  a process  reviewed  annually.  Detail  relating  to  free  services,  cost  of  free 
basis  services,  revenue  lost  owing  to  free  basic  services  as  well  as  basic  service  delivery 
measurement  is  contained  below. 

The  cost  of  the  social  package  of  the  registered  indigent  households  is  financed  by  the  municipality 
self  and  largely  by  utilising  the  municipality's  unconditional  equitable  share,  allocated  in  terms  of  the 
Constitution  to  local  government,  and  received  in  terms  of  the  annual  Division  of  Revenue  Act.  The 
Transfer  of  grants  because  of  free  basic  services  totals 

R1.8  million  in  the  budget  year  of  2017/18  and  increasing  to  R1  915  million  and  R2  024  million  in 
the  outer  years. 

1.6  Capital  expenditure 


The  following  table  provides  a breakdown  of  budgeted  capital  expenditure  by  vote: 
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Eec-comic  and  e,wcnmenn*  services 

Par-'*  j 

Tridffig  serwees 

KVfKS 

WSSf 



tom  Capital  fcrptrd  tjre-  functicrai 


Funded  by 

Crr  se-*  5.-3 
Transfers  reeojjiured  capital 
Public  coninbupcns  & demurs 
BcrrorAing 

Interr.aliycenf  rated  funds 
Total  Capital  Furnknci 
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The  following  table  provides  more  information  on  the  breakdown  of  the  capital  budget  and  the 
related  maintenance  of  assets. 


EC136  Emalahleni  (Ec)  - Supporting  Table  SA34a  Capital  expenditure  on  new  assets  by  asset  class 


Description 

Ref 

2017/18  Medium  Term  Revenue  & 
Expenditure  Framework 

R thousand 

t 

Budget  Year 

201  me 

Budget  Year 

+ 1 2016/19 

Budget  Year 

+2  20X9/20 

Capital  expenditure  on  new  assets  bv  Asset  Class*  Sub -cl  ass 

Infrastructure 

16.567 

100 

700 

infra 

a,-5'S-2 

- 

700 

Rosas 

- 

- 

- 

Structures 

3,9=52 

- 

TOO 

£3*5 

- 

- 

Qrmvss-o-  Coil*  »n 

- 

- 

- 

Storm  ivarsr  CarivsyAnc* 

5-5=5- 

- 

- 

Attenuation 

- 

- 

- 

Eie er«©j 

5 ,603 

r<}0 

- 

LV  fretworks’ 

5,503 

- 

- 

Cspiis)  Sparss 

- 

ICO 

- 

Water  Sjppty  ^'S’SS.SSryC&i.'.fr 

- 

- 

Sar.itst.c-r! 

- 

- 

- 

Sosd  Waste  inf-astywcajne 

1 .COO 

- 

- 

Lawd/HT  Stfes  i 

',000 

- 

Snf'asa'ifctjre- 

- 

- 

'CC-r5i?i  ^r?  fr  » S-tTi*  "U  r. * 

- 

~ 

- 

Sfi*fertv.s*o*  i 

- 

- 

- 

Comnumitv  Assets  ; 

2,359 

25,950 

3,000 

C orrvr«<*-^y  F«*£&es  I 

2,055 

B.OCO 

H^S 

- 

- 

- 

Ce^$ 

- 

i0A7i  : 

- 

T'5-st;r?g  S: averts  i 

- 

7,600 

- 

PuMc  O&en  Spare  i 

2.055= 

- 

3/000 

SPPK  2-*:£  Fsc-Vr'Ces,  | 

200 

7,  =5 70  ■ 

- 

/nsPscir  Faroes 

- 

- 

- 

OuSdPST  f3D^PE 

SCO 

7.572 

- 

Capita#  Spares 

- 

- 

- 

Heriraoe  assets 

- 1 

- j 

- 

Investment  pro  cert  ies 

...  r.  \ 

- [ 

■ - 

- | 

- j 

- 

Ntfl-rsvsrtue  tsarersivr.c 

- | 

| - j 

- 

Other  assets  1 

4,000  j 

5,000  j 

6,003 

Operas/sir-;  icings  i 

4,000  | 

A.COO 

4 00  0 - 

5 /COO  | 

5,000 

Housing  | 

~ j 

- ! 

- 

Biolooical  or  Cultivated  Assets  \ 

- 1 

i tOO  \ 

- 

Biz <cr  CuSwaad  As  s«s 

- \ 

too  \ 

- 

Intangible  Assets 

j 

i - ] 

- 

throes  -ard 

I 

1 j 

- 

Computer  Equipment 

7 00  | 

150 

Cp-r'i ptJTs*  E.^j&msrrz  1 

| 

700 

| 200  j 

150 

Furniture  and  Office  Ecuioment 

„ 1 

J - Lj  ] 

\ sso 

1 50 

FwmiSire  art  3 Office1  Esvipmemt  3 

j 050 

1 cO 

Machinerv  and  Ecuioment 

720  ! 

| ^ ^ ^ ; 

* 2 

MsC-.fur’Sry  3TS 

| 2,200 

| 1..SOO 

T ranee  Oft  Assets 

1,030  j 

[ i.coo  i 

1 1,000 

Tr««  seen  Assets- 

1.030  i 

1/OCO  j 

!•  *:t  ,020 

Libraries 

j 

- ! 

- ! 

| 

Os-rs^ses  \ 

- i 

- 

! 

Zoo's-  Marine  and  Non-biofoaica!  Animals 

1,565  j 

< 2 vO  i 

I 2,303 

Zo&'$,  Marat  N:ow-bcoiog«e3<s  Ani-maJs  ; 

1,560  j 

[ *.2©0 

Total  Capital  Expenditure  on  new  assets 

T" 

27^295 ’; 

i 37*460" 

15,303 
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1 .6.1  Future  operational  cost  of  new  infrastructure 

The  future  operational  costs  and  revenues  associated  with  the  capital  programme  have  been 
included  in  Table  6 MBRR  SA35.  This  table  shows  that  future  operational  costs  associated  with  the 
capital  programme  totals  R40  358  million  in  2017/18  and  escalates  to  R44  300  million  by  2019/20. 
This  concomitant  operational  expenditure  is  expected  to  escalate  to  R44.3  million  by  2019/20.  It 
needs  to  be  noted  that  as  part  of  the  2019/20  MTREF,  this  expenditure  has  been  factored  into  the 
two  outer  years  of  the  operational  budget. 


EC136  Emalahleni  (Ec)  ■ Supporting  Table  SA35  Future  financial  implications  of  the  capital  budget 
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1.7  Annual  Budget  Tables 

(The  following  pages  present  the  ten  main  budget  tables  as  required  in  terms  of  section  8 of  the 
Municipal  Budget  and  Reporting  Regulations.  These  tables  set  out  the  municipality’s  2017/18 
budget  and  MTREF  to  be  approved  by  the  Council.  Each  table  is  accompanied  by  explanatory  notes 
on  the  facing  page.) 


£0136  Emalahleni  (Ec)  - Table  A1  Budqet  Sunima 
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Explanatory  notes  to  MBRR  Table  A1  - Budget  Summary 

1.  Table  A1  is  a budget  summary  and  provides  a concise  overview  of  the  Municipality’s  budget 
from  all  of  the  major  financial  perspectives  (operating,  capital  expenditure,  financial  position, 
cash  flow,  and  MFMA  funding  compliance). 

2.  The  table  provides  an  overview  of  the  amounts  approved  by  Council  for  operating  performance, 
resources  deployed  to  capital  expenditure,  financial  position,  cash  and  funding  compliance,  as 
well  as  the  municipality’s  commitment  to  eliminating  basic  service  delivery  backlogs. 

3.  Financial  management  reforms  emphasises  the  importance  of  the  municipal  budget  being 
funded.  This  requires  the  simultaneous  assessment  of  the  Financial  Performance,  Financial 
Position  and  Cash  Flow  Budgets,  along  with  the  Capital  Budget.  The  Budget  Summary  provides 
the  key  information  in  this  regard: 

a.  The  operating  surplus/deficit  (after  Total  Expenditure)  is  negative  over  the  MTREF 

b.  Capital  expenditure  is  balanced  by  capital  funding  sources,  of  which 

i.  Transfers  recognised  is  reflected  on  the  Financial  Performance  Budget; 

ii.  There  are  provisions  for  borrowings  in  the  cash  flows; 

iii.  The  fact  that  the  municipality's  cash  flow  is  negative  indicates  that  the  necessary 
cash  resources  are  not  available  to  fund  the  Capital  Budget  and  therefore 
borrowings  are  needed  to  fund  these  capital  projects. 

4.  Significant  assistance  is  being  given  to  the  indigent  households. 
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EC136  Smalahlcni  (£c)  - Tabic  A2  Budgeted  Financial  Performance  (revenue  anti  expenditure  by  functional  classification) 


Fur.ctinnsl  Classification  Description 

K thousand 

Ref 

7013  14 

?0t4i?5 

2015/J6 

Current  Year  2816*  >7 

2017/15  Medium  Term  S. 

Expenditure  f rame^or^ 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Ofipinat  i Adjusted 
Budget  1 Budget 

Fu»  Y«r 

Forccsst 

Budget  Year  Budget  Y«r 
2017/15  “t  2015/19 

Budget  Year 

♦2  201920 

Revpnif*  . Functional 

Govecneinr<<n<f«Cfmfm5&?fion  ? 

91,254 

107.554 

132,866 

124.775  ] 125,399 

125,7x93 

127  4SE  : 125,012 

126,133 

ZAidJLVi  | 

S<5;^ 

5.53? 

F £«,*• 

5 4r?  j 

4 5-£0 

5.?75  • 7.C^5 

7 344 

FjyS'i*  y<5  iirrr.'&S'Zr. 

i$  751 

I2v.y;4 

125.51? 

1*531;  i *15  “5$ 

9«5.;5& 

12-J753  * 121.025 

V 

62 

1.K5 

_ 

€0 

w : 

- 

Community  inti  path?  lifety 

1459  j 2.m 

1,137 

4 345  4,655 

4.C05 

1 617  : 1,132 

1,745 

Zzrrtfiitxy  2*5  2- 

1 4$1 

20SE 

1 .02? 

■5  2??!  4.5T3 

<.rs 

' 570  : *‘tf2 

- 

■* 

- ; 

- 

22-  24 

2? 

*■* 

= 

*•" 

- f 

- : 

- 

- 

24 

r ^7 

24  • :? 

„ 

- 

- 

~ £ 

~ 

- 

- 

fcsncmic  2nd  envircnmentzi  services  i 

35174 

34,997 

34.750 

35  4S4  ! 23,713 

23.715 

37.35?  39,245 

41..J41 

ft 

2.23* 

150 

55 

• A ! '-5 

i? 

!5422;  25  2"? 

I**, 

P,v2f  5'l^srcrt 

32.2?! 

24  0:  9 

3*65* 

2$  474 

■si > •.  1 ,04v 

t:* 

- 

- 

- ! 

- 

- 

_ 

Trading  s»r/tce$ 

E2.37S 

26,524 

n.m 

24.67S  ; 29.174 

23,174 

17,637  23,711 

26.503 

*■*.27; 

20.110 

22.257 

10?'- 1 ‘ 21.023 

1*00: 

*9.525 

7S 

- 

- 

- 

- 

t VeBS  vaar  i‘ 

$ 202 

- 

PT: 

- 1 

- 

- • 

- 

Viiss 

4 

T.t‘5 

4.767  i 

3.125 

6 522  5,575 

7.275 

Other 

4 

723 

- 

- 

2?  ; 32 

32 

2,B1S  : 2,368 

3,153 

Iota!  Revenue  Functional 

J 

190  504 

171,234 

236, $76 

?£3  312  j 137.927 

IS?.  927 

IttjWO  135,157 

133,647 

Etnendiiure  - FuntTinnaf 

Gcvtmzr.ct  inti  admir.nirztian 

S7.4SS 

71517 

105,094 

SI  362  • S3  775  j 

S3. 775 

95,352  99.775  ! 

I 105.425 

BS.5y5 

52.415 

3*. .70*  [ li.VV 

24.030 

22.520  ; !4  f'9  I 

[ 55.222 

0545i 

26. 2?” 

42,92? 

31.224  ! 

:?.?4S 

0Cl??7  ! 52.34?  i 

| AJIJi 

1c.  541 

2:,t~2 

'c-2’7  .;  12,765 

| 13,7?0 

1.916  : 2,045  i 

2,1  f 2 

Ccrnmurury  ir.d  public  stfsty 

21 995 

14,514 

j 7,225 

20,326  \ 19,771 

! 19,771 

23  376  21,371  “ 

| 22,104 

C z~rwy  &■£ 

«* 

f i '?s 

17^25  i H.til 

'S  $32 

IB .14!'  1-2.7 ?7  j 

i 13  S?v 

i €5' 

025 

_ 

i 32?  • l.*7S 

1,c? 

5.02?  j 5.254 

> 5 £ 

502 

< 

- 

- 

^ , 

- 

1.23* 

| 530  : 

\ 2.“v?  j 

2.761 

2 7s*  : ;Z*2 

1 324! 

- 

- j 

\ 

- r - i 

- 

- 

Eccncm/c  <nd  environment*!  services  ; 

35732 

41,276  i 

43.303 

46236:;  47, m | 

47.724 

33.255  f 40,110 

42,205 

S'.*a  f f J-  3 n * £ i ys  >.p 

t CB* 

T 2 -i!  i 

$.|$1 

SS30  e-il?  \ 

S,42? 

:?€;!  : 2'7:V. 

1 23,174 

v&ticr. 

21 i 

3*4=5. 

40 €35  i 4'. 204  | 

6.505  ' c-7  ?3 

5 Z2i 

- 

“ ! 

- 

- 1 -| 

- 

- 

l 

Tnding  services 

7 0;44> 

57,056  | 

4?,S33 

40  230  [ 55,9' 5 

36,9?5 

37,033  45354 

45,751 

z'i’iy  sa««  ■ 

27419 

lsS‘2  - 

2:-. 12* 

21  314  \ 27.?;7 

!7t2v? 

2t.€2?  ; 2? .vis* 

W*8?!r*-s;rre-? 

- 

; 

- i 

- 

- 

- 

WKBWVjflrs*r*1  i 

11.052 

- i 

- 

„ , 

- 

-1.3SS  i,4£3 

| ?.  571 

VYes«  rr&sz*  re*:;  j 

5755 

17.2:5  j 

if,v22 

3 415)  §.?« 

0 7C2 

14,115  . «.«2 

! *5 .555 

Other 

4 

332 

- j 

- 

5J4  1 457 

457 

1140  ; 3,343  1 

3,585 

Total  Expenditure  - Funcfconal 

y 

186,050 

j —*m ; 

203614 

mm  ; 134.642 

| 194.642 

'm.s22  i ms^j 

_ 220,250 

Surplus/{Deficit|  for  the  year 

45  545/ 

! ""  (1 3*302}: 

i ’ I’m 

13  i"  {6.715) 

~ fUljj 

(7  8721 ' 

i 121,603} 

Explanatory  notes  to  MBRR  Table  A2  - Budgeted  Financial  Performance  (revenue  and 
expenditure  by  standard  classification) 


1 . Table  A2  is  a view  of  the  budgeted  financial  performance  in  relation  to  revenue  and  expenditure 
per  standard  classification.  The  modified  GFS  standard  classification  divides  the  municipal 
services  into  15  functional  areas.  Municipal  revenue,  operating  expenditure  and  capital 
expenditure  are  then  classified  in  terms  if  each  of  these  functional  areas  which  enables  the 
National  Treasury  to  compile  ‘whole  of  government’  reports. 

2.  Note  the  Total  Revenue  on  this  table  includes  capital  revenues  (Transfers  recognised  - capital) 
and  so  does  not  balance  to  the  operating  revenue  shown  on  Table  A4. 

3.  Note  that  as  a general  principle  the  revenues  for  the  Trading  Services  should  exceed  their 
expenditures.  The  table  highlights  that  this  is  the  not  the  case  for  any  of  the  trading  services. 
As  already  noted  above,  the  municipality  will  be  undertaking  a detailed  study  of  these  functions 
to  explore  ways  of  improving  efficiencies  and  provide  a basis  for  re-evaluating  these  functions’ 
tariff  structures. 

4.  Other  functions  that  show  a deficit  between  revenue  and  expenditure  are  being  financed  from 
rates  revenues  and  other  revenue  sources. 
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Explanatory  notes  to  MBRR  Table  A3  - Budgeted  Financial  Performance  (revenue  and 
expenditure  by  municipal  vote) 


1.  Table  A3  is  a view  of  the  budgeted  financial  performance  in  relation  to  the  revenue  and 
expenditure  per  municipal  vote.  This  table  facilitates  the  view  of  the  budgeted  operating 
performance  in  relation  to  the  organisational  structure  of  the  Municipality.  This  means  it  is 
possible  to  present  the  operating  surplus  or  deficit  of  a vote. 

2.  This  table  is  the  main  driver  of  management-  responsibility  and  performance  in  terms  of  the 
operating  budget  and  also  the  benchmark  against  which  any  unauthorised  expenditure  will  be 
measured. 
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EC120  Smafahifrni  (Ec)  - T-3b?c  A4  Bud<iQlcd  Financial  Performance  (revenue  and  expenditure) 


Description  Rtf  I * 2014/15  ; IMnt  j Current  Ytat  281  SMI  2D17H8  Ttrm  Revenue  & Exp^dittinr  Pfinit^ar); 

; < \ Audited  \ Audited  j Audited  | Origins!  j Adjusted  j Fuji  Year  Budget  Year  \ Gtdgjt  Yesr+f  j BikJjje:  Year  *2 
| j Outecrre  j Outcome  ; Outcome  [ Budget  • fadgtt  I forecast 2817/tS  j 2-313/19  j 2313/28 


Explanatory  notes  to  Table  A4  - Budgeted  Financial  Performance  (revenue  and  expenditure) 

1.  Total  revenue,  excluding  capital  transfers,  is  R154  592million  in  201 7/1 8 and  escalates  to  R162 
771  million  by  2019/20.  This  represents  a year-on-year  decrease  of  4 percent  for  the  201 7/18 
and  year-on-year  increase  of  4 and  1 percent  for  the  for  the  two  outer  years. 

2.  Revenue  to  be  generated  from  property  rates  is  R4  429million  in  the  2016/17  financial  year  and 
decreases  to  R4  302  million  in  2017/18  which  represents  only  3 percent  of  the  operating  revenue 
base  (excluding  capital  transfers)  of  the  Municipality  and  therefore  remains  an  insignificant 
funding  source  for  the  municipality.  The  decrease  is  due  to  data  cleansing  undertaken  during 
the  preparation  of  data  migration  into  mSCOA  compliant  financial  system,  duplicated  accounts 
were  identified  and  many  other  errors  that  have  now  resulted  in  the  municipality  to  have  a more 
correct  and  reliable  data  on  which  it  could  base  its  revenue  estimations.  It  remains  relatively 
constant  over  the  medium-term  and  tariff  increases  have  been  factored  in  at  6 percent  for  each 
of  the  respective  outer  financial  years  of  the  MTREF. 

3.  Services  charges  relating  to  electricity  and  refuse  removal  constitutes  the  biggest  component  of 
the  revenue  basket  of  the  Municipality  totalling  R1 4 625million  for  the  201 7/1 8 financial  year  and 
increasing  to  R15  967million  by  2019/20.  For  the  2017/18  financial  year  services  charges 
amount  to  9.2  percent  of  the  total  revenue  base  and  stays  relatively  constant  over  the  MTREF 
period. 
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Transfers  recognised  - operating  includes  the  local  government  equitable  share  and  other  operating  grants  from  national  and  provincial 
government.Transfers  are  fluctuating  according  to  grants  provided  for  by  the  respective  governments. 

The  following  graph  illustrates  the  major  expenditure  items  per  type. 
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W1BRR  Table  A5  - Budgeted  Capital  Expenditure  by  vote,  standard  classification  and  funding 
source 
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Explanatory  notes  to  Table  A5  - Budgeted  Capital  Expenditure  by  vote,  standard 
classification  and  funding  source 

1.  Table  A5  is  a breakdown  of  the  capital  programme  in  relation  to  capital  expenditure  by  municipal 
vote  (multi-year  and  single-year  appropriations);  capital  expenditure  by  standard  classification; 
and  the  funding  sources  necessary  to  fund  the  capital  budget,  including  information  on  capital 
transfers  from  national  and  provincial  departments. 

2.  Unlike  multi-year  capital  appropriations,  single-year  appropriations  relate  to  expenditure  that  will 
be  incurred  in  the  specific  budget  year  such  as  the  procurement  of  vehicles  and  specialized  tools 
and  equipment.  The  budget  appropriations  for  the  two  outer  years  are  indicative  allocations 
based  on  the  departmental  business  plans  as  informed  by  the  IDP  and  will  be  reviewed  on  an 
annual  basis  to  assess  the  relevance  of  the  expenditure  in  relation  to  the  strategic  objectives 
and  service  delivery  imperatives  of  the  Municipality.  For  the  purpose  of  funding  assessment  of 
the  MTREF,  these  appropriations  have  been  included  but  no  commitments  will  be  incurred 
against  single-year  appropriations  for  the  two  outer-years. 
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3.  The  capital  program  is  funded  from  national  grants  and  transfers  and  borrowings. 


MBRR  Table  A6  -Budgeted  Financial  Position 


EC136  Emalahteai  (Eel  • Table  A6  Budgeted  Financial  Position 
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Explanatory  notes  to  Table  A6  - Budgeted  Financial  Position 

1.  The  Budgeted  Financial  Position  is  consistent  with  international  standards  of  good  financial 
management  practice,  and  improves  understandability  for  councilors  and  management  of  the 
impact  of  the  budget  on  the  statement  of  financial  position  (balance  sheet). 

2.  This  format  of  presenting  the  statement  of  financial  position  is  aligned  to  GRAP1,  which  is 
generally  aligned  to  the  international  version  which  presents  Assets  less  Liabilities  as 
"accounting”  Community  Wealth.  The  order  of  items  within  each  group  illustrates  items  in  order 


MAY  2017 


35 


Emalahleni  Municipality 


2017/18  Tabled  Annual  Final  Budget  and  MTREF 


of  liquidity;  i.e.  assets  readily  converted  to  cash,  or  liabilities  immediately  required  to  be  met  from 
cash,  appear  first. 

3.  This  table  is  supported  by  an  extensive  table  of  notes  (SA3  which  can  be  found  on  later  in  this 
report  providing  a detailed  analysis  of  the  major  components  of  a number  of  items,  including: 

• Call  investments  deposits; 

• Consumer  debtors; 

• Property,  plant  and  equipment; 

• Trade  and  other  payables; 

• Provisions  non-current; 

• Changes  in  net  assets;  and 

• Reserves 

4.  The  municipal  equivalent  of  equity  is  Community  Wealth/Equity.  The  justification  is  that 
ownership  and  the  net  assets  of  the  municipality  belong  to  the  community. 

5.  Any  movement  on  the  Budgeted  Financial  Performance  or  the  Capital  Budget  will  inevitably 
impact  on  the  Budgeted  Financial  Position.  As  an  example,  the  collection  rate  assumption  will 
impact  on  the  cash  position  of  the  municipality  and  subsequently  inform  the  level  of  cash  and 
cash  equivalents  at  year  end.  Similarly,  the  collection  rate  assumption  should  inform  the  budget 
appropriation  for  debt  impairment  which  in  turn  would  impact  on  the  provision  for  bad  debt. 
These  budget  and  planning  assumptions  form  a critical  link  in  determining  the  applicability  and 
relevance  of  the  budget  as  well  as  the  determination  of  ratios  and  financial  indicators.  In  addition 
the  funding  compliance  assessment  is  informed  directly  by  forecasting  the  statement  of  financial 
position. 

MBRRTable  A7  - Budgeted  Cash  Flow  Statement 
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Explanatory  notes  to  Table  A7  - Budgeted  Cash  Flow  Statement 

1 . The  budgeted  cash  flow  statement  is  the  first  measurement  in  determining  if  the  budget  is 
funded. 

2.  It  shows  the  expected  level  of  cash  in-flow  versus  cash  out-flow  that  is  likely  to  result  from  the 
implementation  of  the  budget. 

3.  The  2017/18  MTREF  has  been  informed  by  the  planning  principle  of  ensuring  adequate  cash 
reserves  over  the  medium-term. 

4.  Cash  and  cash  equivalents  totals  R1  073  million  as  at  the  end  of  the  2017/1 8 financial  year  and 
decrease  to  R (54  232)  million  by  2019/20. 


WIBRRTable  A8  - Cash  Backed  Reserves/Accumulated  Surplus  Reconciliation 


EC136  Enialaliieni  (Ec)  ■ Table  AS  Cash  backed  rescmgaccgulatej  surplus  reconciliation 
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Explanatory  notes  to  Table  A8  - Cash  Backed  Reserves/Accumulated  Surplus  Reconciliation 

1 . The  cash  backed  reserves/accumulated  surplus  reconciliation  is  aligned  to  the  requirements  of 
MFMA  Circular  42  - Funding  a Municipal  Budget.  The  table  evaluates  the  funding  levels  of  the 
budget  by  firstly  forecasting  the  cash  and  investments  at  year  end  and  secondly  reconciling  the 
available  funding  to  the  liabilities/commitments  that  exist 

2.  The  outcome  of  this  exercise  would  either  be  a surplus  or  deficit.  A deficit  would  indicate  that 
the  applications  exceed  the  cash  and  investments  available  and  would  be  indicative  of  non- 
compliance  with  the  MFMA  requirements  that  the  municipality’s  budget  must  be  “funded".  The 
municipality’s  budget  is  therefore  unfunded  over  the  MTREF  as  the  above  table  reflects  deficits 
over  the  MTREF. 

3.  As  part  of  the  budgeting  and  planning  guidelines  that  informed  the  compilation  of  the  2017/18 
MTREF  the  end  objective  of  the  medium-term  framework  was  to  ensure  the  budget  is  funded 
aligned  to  section  18  of  the  MFMA. 
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MBRR  Table  A9  - Asset  Management 


EC136  Emalahieni  (Ec) . Table  A9  Asset  Management 


Description 

Ref 
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Total  Renewal  of  Existing  Assets  j 2 
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ASSET  REGISTER  SUMMARY  - PPE  (VVDVJ 
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i 
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5 Of 5 1 
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8-  03a 

Explanatory  notes  to  Table  A9  - Asset  Management 

1 . Table  A9  provides  an  overview  of  municipal  capital  allocations  to  building  new  assets  and  the 
renewal  of  existing  assets,  as  well  as  spending  on  repairs  and  maintenance  by  asset  class. 

2.  National  Treasury  has  recommended  that  municipalities  should  allocate  at  least  40  percent  of 
their  capital  budget  to  the  renewal  of  existing  assets,  and  allocations  to  repairs  and  maintenance 
should  be  8 percent  of  PPE.  The  Municipality  does  not  meet  both  these  recommendations. 

3.  An  analysis  between  depreciation  and  operational  repairs  and  maintenance  over  the  MTREF  is 
not  yet  possible  until  the  municipality  changes  its  financial  systems  to  include  all  maintenance 
costs,  also  those  incurred  internally,  to  the  maintenance  votes.  When  implemented  it  will 
highlight  the  Municipality’s  maintenance  backlog. 
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MBRR  Table  AlO-Basic  Service  Delivery  Measurement 
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Part  2 - Sypporting  Documentation 


1 .8  Overview  of  the  annual  budget  process 

Section  53  of  the  MFMA  requires  the  Mayor  of  the  municipality  to  provide  general  political  guidance 
in  the  budget  process  and  the  setting  of  priorities  that  must  guide  the  preparation  of  the  budget.  In 
addition,  Chapter  2 of  the  Municipal  Budget  and  Reporting  Regulations  states  that  the  Mayor  of  the 
municipality  must  establish  a Budget  Steering  Committee  to  provide  technical  assistance  to  the 
Mayor  in  discharging  the  responsibilities  set  out  in  section  53  of  the  Act. 

The  Budget  Steering  Committee  consists  of  the  Municipal  Manager  and  senior  officials  of  the 
municipality  meeting  under  the  chairpersonship  of  the  Portfolio  Head  Councillor  of  Financial 
Services/Mayor. 

The  primary  aims  of  the  Budget  Steering  Committee  is  to  ensure: 

® that  the  process  followed  to  compile  the  budget  complies  with  legislation  and  good  budget 
practices; 

e that  there  is  proper  alignment  between  the  policy  and  service  delivery  priorities  set  out  in 
the  Municipality’s  I DP  and  the  budget,  taking  into  account  the  need  to  protect  the  financial 
sustainability  of  municipality; 

° that  the  municipality’s  revenue  and  tariff  setting  strategies  ensure  that  the  cash  resources 
needed  to  deliver  services  are  available;  and 

a that  the  various  spending  priorities  of  the  different  municipal  departments  are  properly 
evaluated  and  prioritised  in  the  allocation  of  resources. 

1.8.1  Budget  Process  Overview 

In  terms  of  section  21  of  the  MFMA  the  Mayor  is  required  to  table  in  Council  ten  months  before  the 
start  of  the  new  financial  year  (i.e.  in  August  2016)  a time  schedule  that  sets  out  the  process  to 
revise  the  IDP  and  prepare  the  budget. 

The  Mayor  tabled  in  Council  the  required  the  IDP  and  budget  time  schedule  by  31  August  201 6. 
2017/2018  IDP  AND  BUDGET  SCHEDULE  OF  KEY  DEADLINES 
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Month 

Action  to  be  taken  Administratively  - Municipality  Administration 

July 

Accounting  officers  and  senior  officials  of  Emalahleni  Local  Municipality  begin  planning 
for  next  three-year  budget 

MFMA  s 68,  77 

Accounting  officers  and  senior  officials  of  the  municipality  review  options  and  contracts 
for  service  delivery 

MSA  s 76-81 

August 

Accounting  Officer  to  assist  Mayor  to  prepare  the  schedule  of  key  deadlines  and  align  the 
IDP  and  Budget  process 

August/ 
September 
/ October 

Budget  office  of  Emalahleni  Local  Municipality  determine  revenue  projections  and 
proposed  rate  and  sendee  charges  and  drafts  initial  allocations  to  functions  and 
departments  for  the  next  financial  year  after  talcing  into  account  strategic  objectives. 

Engages  with  Provincial  and  National  sector  departments  on  sector  specific  programmes 
for  alignment  with  municipalities  plans  (schools,  libraries,  clinics,  water,  electricity,  roads, 
etc) 

September 
/ October 

Accounting  officer  does  initial  review  of  national  policies  and  budget  plans  and  potential 
price  increases  of  bulk  resources  with  function  and  department  officials 

MFMA  s 35, 36,  42;  MTBPS 

October  / 

November 

Accounting  officer  reviews  and  drafts  initial  changes  to  IDP 

MSA  s 34 

November 

/ 

December 

Accounting  officer  submits  draft  budget  and  plans  for  next  financial  year  to  the  Mayor  for 
tabling 

Accounting  officer  publishes  tabled  budget,  plans,  and  proposed  revisions  to  IDP,  invites 
local  community  comment  and  submits  to  NT,  PT  and  others 
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Accounting  officer  to  notify  relevant  municipalities  of  projected  allocations  for  next  three 
budget  years 

January 

Accounting  officer  reviews  proposed  national  and  provincial  allocations  to  municipality 
for  incorporation  into  the  draft  budget  for  tabling.  : 

MFMA  s 36 

The  Accounting  Officer  must  by  25  January  assess  the  performance  of  the  municipality 
for  the  first  six  months  of  the  2016/2017  financial  year  and  submits  a report  on  such 
assessment  to  the  Mayor,  National  Treasury  and  Provincial  Treasury. 

MFMA  s 72 

February 

The  Accounting  Officer  finalises  and  submits  to  Mayor  proposed  budgets  and  plans  for 
next  three-year  budgets  talcing  into  account  the  recent  mid-year  review  and  any  corrective 
measures  proposed  as  part  of  the  oversight  report  for  the  previous  year’s  audited  financial 
statements  and  annual  report. 

The  Accounting  Officer  of  Emalahleni  Local  Municipality  must  liaise  with  the 

Accounting  Officer  of  Chris  Hani  District  Municipality  1 20  days  prior  to  the  start  of  the 
budget  year  to  obtain  projected  allocations  for  20 17/2018, 201 8/201 9&  2019/2020.  : : 

MFMA  s 37(2) 

March 

The  Accounting  Officer  must  publish  the  tabled  budget,  plans,  and  proposed  revisions  to  | 
IDP,  invites  local  community  comment  and  submits  to  National  Treasury,  Provincial 
Treasury  and  others  as  prescribed. 

MFMA  s 22  & 37;  MSA  Ch  4 as  amended 

The  Accounting  Officer  must  review  any  changes  in  prices  for  bulk  electricity  & water 
purchases  as  communicated  by  NERSA  & DWA  as  well  as  submit  proposal  of  increasing 
prices  of  sale  of  electricity  & water  to  the  executive  authority  & the  regulator  for  approval 
if  national  legislation  requires  such  approval. 

pil;  MFMA  s 42 
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April 

Accounting  officer  assists  the  Mayor  in  revising  budget  documentation  in  accordance  with 
consultative  processes  and  taking  into  account  the  results  from  the  third  quarterly  review 
of  the  current  year 

May 

Accounting  officer  assists  the  Mayor  in  preparing  the  final  budget  documentation  for 
consideration  for  approval  at  least  30  days  before  the  start  of  the  budget  year  taking  into 
account  consultative  processes  and  any  other  new  information  of  a material  nature 

June 

Accounting  officer  submits  to  the  mayor  no  later  than  14  days  after  approval  of  the  budget 
a draft  of  the  SDBIP  and  annual  performance  agreements  required  by  s 57(l)(b)  of  the 
MSA. 

MFMA  s 69;  MSA  s 57 

Accounting  Officer  must  publish  the  adopted  budget  and  all  budget-related  documents. 

MFMA  s 75,  87 

Abbreviations:  IDP  - Integrated  Development  Plan;  MFMA  - Local  Government:  Municipal  Finance  Management  Act,  No.  56  of  j 
2003;  MSA  - Local  Government:  Municipal  Systems  Act,  No.  32  oi'2000,  as  amended;  MTBPS  - National  Treasury  annual 
publication,  Medium  Term  Budget  and  Policy  Statement;  NT  - National  Treasury;  PT  - Provincial  Treasuries;  SDBIP  - Service 
Delivery  and  Budget  Implementation  Plan 

Shaded  Area:  Consultation  on  the  budget  and  municipal  elections. 


There  were  some  deviations  from  the  key  dates  set  out  in  the  Budget  Time  Schedule  tabled  in 
Council.  However,  the  schedule  attached  is  the  revised  on  as  from  time  to  time  adjusted  by  council 
and  its  programmes. 

1.8.2  IDP  and  Service  Delivery  and  Budget  Implementation  Plan 

The  Municipality’s  IDP  is  its  principal  strategic  planning  instrument,  which  directly  guides  and 
informs  its  planning,  budget,  management  and  development  actions.  This  framework  is  rolled  out 
into  objectives,  key  performance  indicators  and  targets  for  implementation  which  directly  inform  the 
Service  Delivery  and  Budget  Implementation  Plan.  The  Process  Plan  applicable  to  the  fourth 
revision  cycle  included  the  following  key  IDP  processes  and  deliverables: 

• Registration  of  community  needs; 

• Compilation  of  departmental  business  plans  including  key  performance  indicators 

and  targets; 

• Financial  planning  and  budgeting  process; 

• Public  participation  process; 

• Compilation  of  the  SDBIP,  and 

• The  review  of  the  performance  management  and  monitoring  processes. 

The  IDP  has  been  taken  into  a business  and  financial  planning  process  leading  up  to  the 
2019/20MTREF,  based  on  the  approved  2016/17MTREF,  Mid-year  Review  and  adjustments 
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budget.  The  business  planning  process  has  subsequently  been  refined  in  the  light  of  current 
economic  circumstances  and  the  resulting  revenue  projections. 

With  the  compilation  of  the  2017/18  MTREF,  each  department/function  had  to  review  the  business 
planning  process,  including  the  setting  of  priorities  and  targets  after  reviewing  the  mid-year  and  third 
quarter  performance  against  the  2016/17  Departmental  Service  Delivery  and  Budget 
Implementation  Plan.  Business  planning  links  back  to  priority  needs  and  master  planning,  and 
essentially  informed  the  detail  operating  budget  appropriations  and  three-year  capital  programme. 

1.8.3  Financial  Modelling  and  Key  Planning  Drivers 

As  part  of  the  compilation  of  the  2017/18  MTREF,  extensive  financial  modelling  was  undertaken  to 
ensure  affordability  and  long-term  financial  sustainability.  The  following  key  factors  and  planning 
strategies  have  informed  the  compilation  of  the  2017/18  MTREF: 

• Municipality  growth 

• Policy  priorities  and  strategic  objectives 

• Asset  maintenance 

• Economic  climate  and  trends  (i.e  inflation,  Eskom  increases,  household  debt,  migration 
patterns) 

• Performance  trends 

• The  approved  2016/17  adjustments  budget  and  performance  against  the  SDBIP 

• Cash  Flow  Management  Strategy 

• Debtor  payment  levels 

• Loan  and  investment  possibilities 

• The  need  for  tariff  increases  versus  the  ability  of  the  community  to  pay  for  services; 

• Improved  and  sustainable  service  delivery 

In  addition  to  the  above,  the  strategic  guidance  given  in  National  Treasury's  MFMA  Circulars  85  and 
86  has  been  taken  into  consideration  in  the  planning  and  prioritisation  process. 

1 .9  Overview  of  alignment  of  annual  budget  with  IDP 

The  Constitution  mandates  local  government  with  the  responsibility  to  exercise  local  developmental 
and  cooperative  governance.  The  eradication  of  imbalances  in  South  African  society  can  only  be 
realized  through  a credible  integrated  developmental  planning  process. 

Municipalities  in  South  Africa  need  to  utilise  integrated  development  planning  as  a method  to  plan 
future  development  in  their  areas  and  so  find  the  best  solutions  to  achieve  sound  long-term 
development  goals.  A municipal  IDP  provides  a five  year  strategic  programme  of  action  aimed  at 
setting  short,  medium  and  long  term  strategic  and  budget  priorities  to  create  a development  platform, 
which  correlates  with  the  term  of  office  of  the  political  incumbents.  The  plan  aligns  the  resources 
and  the  capacity  of  a municipality  to  its  overall  development  aims  and  guides  the  municipal  budget. 
An  IDP  is  therefore  a key  instrument  which  municipalities  use  to  provide  vision,  leadership  and 
direction  to  all  those  that  have  a role  to  play  in  the  development  of  a municipal  area.  The  IDP  enables 
municipalities  to  make  the  best  use  of  scarce  resources  and  speed  up  service  delivery. 

integrated  developmental  planning  in  the  South  African  context  is  amongst  others,  an  approach  to 
planning  aimed  at  involving  the  municipality  and  the  community  to  jointly  find  the  best  solutions 
towards  sustainable  development.  Furthermore,  integrated  development  planning  provides  a 
strategic  environment  for  managing  and  guiding  all  planning,  development  and  decision  making  in 
the  municipality. 
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It  is  important  that  the  IDP  developed  by  municipalities  correlate  with  National  and  Provincial  intent. 
It  must  aim  to  co-ordinate  the  work  of  local  and  other  spheres  of  government  in  a coherent  plan  to 
improve  the  quality  of  life  for  all  the  people  living  in  that  area.  Applied  to  the  Municipality,  issues  of 
national  and  provincial  importance  should  be  reflected  in  the  IDP  of  the  municipality.  A clear 
understanding  of  such  intent  is  therefore  imperative  to  ensure  that  the  Municipalitystrategically 
complies  with  the  key  national  and  provincial  priorities. 

The  aim  of  this  revision  cycle  was  to  develop  and  coordinate  a coherent  plan  to  improve  the  quality 
of  life  for  all  the  people  living  in  the  area,  also  reflecting  issues  of  national  and  provincial 
importance.One  of  the  key  objectives  is  therefore  to  ensure  that  there  exists  alignment  between 
national  and  provincial  priorities,  policies  and  strategies  and  the  Municipality's  response  to  these 
requirements. 

The  national  and  provincial  priorities,  policies  and  strategies  of  importance  include  amongst  others: 

• Green  Paper  on  National  Strategic  Planning  of  2009; 

• Government  Programme  of  Action; 

• Development  Facilitation  Act  of  1995; 

• Provincial  Growth  and  Development  Strategy  (GGDS); 

• National  and  Provincial  spatial  development  perspectives; 

• Relevant  sector  plans  such  as  transportation,  legislation  and  policy; 

• National  Key  Performance  Indicators  (NKPIs); 

• Accelerated  and  Shared  Growth  Initiative  (ASGISA); 

• National  2014  Vision; 

• National  Spatial  Development  Perspective  (NSDP)  and 

• The  National  Priority  Outcomes. 

The  Constitution  requires  local  government  to  relate  its  management,  budgeting  and  planning 
functions  to  its  objectives.  This  gives  a clear  indication  of  the  intended  purposes  of  municipal 
integrated  development  planning.  Legislation  stipulates  clearly  that  a municipality  must  not  only 
give  effect  to  its  IDP,  but  must  also  conduct  its  affairs  in  a manner  which  is  consistent  with  its  IDP. 
The  following  table  highlights  the  IDP’sfive  strategic  objectives  for  the  2012/13  MTREF  and  further 
planning  refinements  that  have  directly  informed  the  compilation  of  the  budget: 

IDP  Strategic  Objectives 


2016/17  Financial  Year 

2017/18  MTREF 

1.  To  ensure  that  cost  effective,  appropriate 
and  efficient  services  are  delivered  (KPA 
Service  delivery) 

1 • To  ensure  that  cost  effective,  appropriate  and 
efficient  services  are  delivered  (KPA  Service 
delivery) 

2.  To  ensure  that  conditions  are  created 
which  stimulate  the  growth  of  the  local 
economy  (KPA  LED) 

2.  To  ensure  that  conditions  are  created  which 
stimulate  the  growth  of  the  local  economy 
(KPA  LED) 

3.  To  have  an  effective  and  efficient 
administration  (KPA  Municipal  ! 

transformation  and  Inst. dev.) 

3.  To  have  an  effective  and  efficient  administration 
(KPA  Municipal  transformation  and  Inst.dev.) 

4,  To  have  a transparent  and  performance 
driven  organisation  (KPA  Good 

governance  and  public  participation) 

4.  To  have  a transparent  and  performance 
driven  organisation  (KPA  Good  governance 
and  public  participation) 
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5.  To  implement  good  financial  management 
(KA  Financial  management  and  viability) 


5.  To  implement  good  financial  management  (KA 
Financial  management  and  viability) 


In  order  to  ensure  integrated  and  focused  service  delivery  between  all  spheres  of  government  it  was 
important  for  the  Municipality  to  align  its  budget  priorities  with  that  of  national  and  provincial 
government.  All  spheres  of  government  place  a high  priority  on  infrastructure  development, 
economic  development  and  job  creation,  efficient  service  delivery,  poverty  alleviation  and  building 
sound  institutional  arrangements. 

Local  priorities  were  identified  as  part  of  the  I DP  review  process  which  is  directly  aligned  to  that  of 
the  national  and  provincial  priorities.  The  key  performance  areas  can  be  summarised  as  follows 
against  the  five  strategic  objectives: 

1.  To  have  a transparent  and  performance  driven  organisation 

2.  To  ensure  that  cost  effective,  appropriate  and  efficient  services  are  delivered 

3. To  ensure  that  conditions  are  created  which  stimulate  the  growth  of  the  local  economy 

4.  To  implement  good  financial  management 

5.  To  have  an  effective  and  efficient  administration 


In  line  with  the  MSA,  the  1DP  constitutes  a single,  inclusive  strategic  plan  for  the  Municipality.  The 
five-year  programme  responds  to  the  development  challenges  and  opportunities  faced  by  the 
Municipality  by  identifying  the  key  performance  areas  to  achieve  the  five  the  strategic  objectives 
mentioned  above. 

In  addition  to  the  five-year  I DP,  the  Municipality  undertakes  an  extensive  planning  and 
developmental  strategy  which  primarily  focuses  on  a longer-term  horizon;  15  to  20  years.  This 
process  is  aimed  at  influencing  the  development  path  by  proposing  a substantial  programme  of 
public-led  investment  to  restructure  current  patterns  of  settlement,  activity  and  access  to  resources 
in  the  Municipality  so  as  to  promote  greater  equity  and  enhanced  opportunity.  The  strategy 
specifically  targets  future  developmental  opportunities  in  traditional  dormitory  settlements.  It 
provides  direction  to  the  Municipality’s  I DP,  associated  sectoral  plans  and  strategies,  and  the 
allocation  of  resources  of  the  Municipality  and  other  service  delivery  partners. 


Lessons  learned  with  previous  I DP  revision  and  planning  cycles  as  well  as  changing  environments 
were  taken  into  consideration  in  the  compilation  of  the  new  IDP. 

The  2017/18  MTREF  has  therefore  been  directly  informed  by  the  IDP  revision  process  and  the 
following  tables  provide  reconciliation  between  the  IDP  strategic  objectives  and  operating  revenue, 
operating  expenditure  and  capital  expenditure. 
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MBRR  Table  SA4  - Reconciliation  between  the  IDP  strategic  objectives  and  budgeted 
revenue 
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MBRR  Tabie  SA5  - Reconciliation  between  the  IDP  strategic  objectives  and  budgeted 
operating  expenditure 
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MBRR  Table  SA6  - Reconciliation  between  the  IDP  strategic  objectives  and  budgeted 
capital  expenditure 

EC136  Emalahleni  (Ec)  - Supporting  Table  SA6  Reconciliation  of  ID P strategic  objectives  and  budget  (capital  expenditure) 
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1.10  Measurable  performance  objectives  and  indicators 

Performance  Management  is  a system  intended  to  manage  and  monitor  service  delivery  progress 
against  the  identified  strategic  objectives  and  priorities.  In  accordance  with  legislative  requirements 
and  good  business  practices  as  informed  by  the  National  Framework  for  Managing  Programme 
Performance  Information,  the  Municipality  has  developed  and  implemented  a performance 
management  system  of  which  system  is  constantly  refined  as  the  integrated  planning  process 
unfolds.  The  Municipality  targets,  monitors, assesses  and  reviews  organisational  performance  which 
in  turn  is  directly  linked  to  individual  employee’s  performance. 

At  any  given  time  within  government,  information  from  muitiple  years  is  being  considered;  plans  and 
budgets  for  next  year;  implementation  for  the  current  year;  and  reporting  on  last  year’s  performance. 
Although  performance  information  is  reported  publicly  during  the  last  stage,  the  performance 
information  process  begins  when  policies  are  being  developed,  and  continues  through  each  of  the 
planning,  budgeting,  implementation  and  reporting  stages.  The  planning,  budgeting  and  reporting 
cycle  can  be  graphically  illustrated  as  follows: 
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The  performance  of  the  Municipality  relates  directly  to  the  extent  to  which  it  has  achieved  success 
in  realising  its  goals  and  objectives,  complied  with  legislative  requirements  and  meeting  stakeholder 
expectations.  The  Municipality  therefore  has  adopted  one  integrated  performance  management 
system  which  encompasses: 

• Planning  (setting  goals,  objectives,  targets  and  benchmarks); 

• Monitoring  (regular  monitoring  and  checking  on  the  progress  against  plan); 

• Measurement  (indicators  of  success); 

• Review  (identifying  areas  requiring  change  and  improvement); 

» Reporting  (what  information,  to  whom,  from  whom,  how  often  and  for  what  purpose);  and 

• Improvement  (making  changes  where  necessary). 

The  performance  information  concepts  used  by  the  Municipality  in  its  integrated  performance 
management  system  are  aligned  to  the  Framework  of  Managing  Programme  Performance 
Information  issued  by  the  National  Treasury: 
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The  developmental  results  of 
achieving  specific  outcomes 


What  we  aim  to  change? 


The  medium-term  results  for 
specific  beneficiaries  that  are 
the  consequence  of  achieving 
specific  outputs 


What  we  wish  to  achieve? 


Manage 
jtowarcls 
levin  g 
ese 
results 


The  final  products,  or  goods 
and  services  produced  for 
delivery 


What  we  produce  or 
deliver? 

The  processes  or  actions  that 
use  a range  of  inputs  to 
produce  the  desired  outputs 
and  ultimately  outcomes 


What  we  do? 


The  resources  that 
contribute  to  the 
production  and  delivery 


What  we  use  to  do  the 
work? 


Plan, 
cfget, 

implefnent 
and  monitor 


INPUTS 


The  following  table  provides  the  main  measurable  performance  objectives  the  municipality 
undertakes  to  achieve  this  financial  year. 
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MBRR  Table  SA7  - Measurable  performance  objectives 

The  following  table  sets  out  the  municipalities  main  performance  objectives  and  benchmarks  for  the 
201 7/1 8 MTREF. 

MBRR  Table  SA8  - Performance  indicators  and  benchmarks 
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1.10.1  Performance  indicators  and  benchmarks 


1.10.1.1  Borrowing  Management 

Capital  expenditure  in  local  government  can  be  funded  by  capital  grants,  own-source  revenue  and 
long  term  borrowing.  The  ability  of  a municipality  to  raise  long  term  borrowing  is  largely  dependent 
on  its  creditworthiness  and  financial  position.  As  with  all  other  municipalities,  Emalahleni 
Municipality’s  borrowing  strategy  is  primarily  informed  by  the  affordability  of  debt  repayments.  The 
structure  of  the  Municipality’s  debt  portfolio  is  dominated  by  annuity  loans.  The  following  financial 
performance  indicators  have  formed  part  of  the  compilation  of  the  2017/18  MTREF: 

• Borrowing  to  asset  ratio  is  a measure  of  the  long-term  borrowing  as  a percentage  of  the  total 
asset  base  of  the  municipality.  This  ration  is  by  far  below  the  borrowing  capacity  of  the 
municipality,  but  it  needs  to  be  noted  that  capital  grants  and  transfers  has  contributed 
significantly  to  the  municipality's  capital  expenditure  programs,  thus  limiting  the  need  for 
borrowing. 

• Capital  charges  to  operating  expenditure  is  a measure  of  the  cost  of  borrowing  in  relation  to 
the  operating  expenditure.  It  can  be  seen  that  the  cost  of  borrowing  is  steady  0.3 
percentthroughout  the  MTREF  period.  While  borrowing  is  considered  a prudent  financial 
instrument  in  financing  capital  infrastructure  development,  this  indicator  will  have  to  be 
carefully  monitored  going  forward  as  the  Municipality  should  limit  external  interest  charges 
to  the  minimum.. 

Borrowing  funding  of  own  capital  expenditure  measures  the  degree  to  which  own  capital 
expenditure  (excluding  grants  and  contributions)  has  been  funded  by  way  of  borrowing. 

The  Municipality’s  debt  profile  provides  some  interesting  insights  on  the  Municipality's  future 
borrowing  capacity.  Firstly,  the  use  of  amortising  loans  leads  to  high  debt  service  costs  at  the 
beginning  of  the  loan,  which  declines  steadily  towards  the  end  of  the  loan’s  term. 

The  Municipality  has  bought  vehicles  on  hire  purchase  and  will  pay  instalments  monthly  for  a five- 
year  period. 

in  summary,  various  financial  risks  could  have  a negative  impact  on  the  future  borrowing  capacity 
of  the  municipality.  In  particular,  the  continued  ability  of  the  Municipality  to  meet  its  revenue  targets 
and  ensure  its  forecasted  cash  flow  targets  are  achieved  will  be  critical  in  meeting  the  repayments 
of  the  debt  service  costs.  As  part  of  the  compilation  of  the  2017/18MTREF  the  potential  of  smoothing 
out  the  debt  profile  over  the  longer  term  will  be  investigated. 


1.10.1.2  Safety  of  Capital 

• The  debt-to-equity  ratio  is  a financial  ratio  indicating  the  relative  proportion  of  equity  and  debt 
used  in  financing  the  municipality's  assets.  The  indicator  is  based  on  the  total  of  loans, 
creditors,  overdraft  and  tax  provisions  as  a percentage  of  funds  and  reserves.  This  ratio  is 
well  below  the  norm,  indicating  a strong  financial  position. 

• The  gearing  ratio  is  a measure  of  the  total  long  term  borrowings  over  funds  and  reserves. 


1.10.1.3  Liquidity 

• Current  ratio  is  a measure  of  the  current  assets  divided  by  the  current  liabilities  and  as  a 
benchmark  the  Municipality  has  set  a limit  of  more  than  2 which  is  a general  benchmark, 
hence  at  no  point  in  time  should  this  ratio  be  less  than  2.  For  the  201 7/1 8 MTREF  the  current 
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ratio  is  0.4,  and  0.3  and  0.3  respectively  for  the  two  outer  years  of  the  MTREF.  Going  forward 
it  will  be  good  financial  practices  if  these  levels  can  be  improved. 

The  liquidity  ratio  is  a measure  of  the  ability  of  the  municipality  to  utilize  cash  and  cash 
equivalents  to  extinguish  or  retire  its  current  liabilities  immediately.  Ideally  the  municipality 
should  have  the  equivalent  cash  and  cash  equivalents  on  hand  to  meet  at  least  the  current 
liabilities,  which  should  translate  into  a liquidity  ratio  of  1.  Anything  beiow  1 indicates  a 
shortage  in  cash  to  meet  creditor  obligations.  For  the  2016/17  financial  year  the  ratio  was 
0.7  and  as  part  of  the  financial  planning  strategy  it  has  been  decreased  to  0.4  in  the  2017/18 
and  has  decreased  to  0.3  in  2019/20  financial  year. 


1.10.1.4  Revenue  Management 

• As  part  of  the  financial  sustainability,  an  aggressive  revenue  managementframework  should 
be  implemented  to  increase  cash  inflow,  not  only  from  current  billings  but  also  from  debtors 
that  are  in  arrears  more  than  90  days.  The  intention  of  the  framework  should  be  to  streamline 
the  revenue  value  chain  by  ensuring  accurate  billing,  customer  service,  credit  control  and 
debt  collection.  The  collection  rates  in  this  indicator  is  based  on  all  cash  receipts,  also  for 
direct  income.  The  collection  rate  used  for  the  calculation  of  debtors’  payments  was  50 
percent  and  should  increase  if  the  municipality  wants  to  be  financial  as  a going  concern 
conservative  approach  in  order  to  cater  for  the  current  negative  economic  climate. 


1.10.1.5  Creditors  Management 

• The  Municipality  has  managed  to  ensure  that  creditors  are  settled  within  the  legislated  30 
days  of  invoice.  While  the  liquidity  ratio  is  of  concern,  by  applying  daily  cash  flow 
management  the  municipality  has  managed  to  ensure  a 100  percent  compliance  rate  to  this 
legislative  obligation.  This  has  had  a favourable  impact  on  suppliers’  perceptions  of  risk  of 
doing  business  with  the  Municipality,  which  is  expected  to  benefit  the  Municipality  in  the  form 
of  more  competitive  pricing  of  tenders,  as  suppliers  compete  for  the  Municipality’s  business. 


1.10.1.6  Other  Indicators 

• The  municipality  needs  to  know  what  causes  high  electricity  losses.  The  municipality  has 
then  to  developed  mechanism  to  determine  what  is  an  acceptable  distribution  loss  and 
what  should  be  contributed  to  theft. 

• Employee  costs  as  a percentage  of  operating  revenue  is  constant  over  the  MTREF.  This  is 
primarily  owing  to  the  high  increase  in  bulk  purchases  which  directly  increase  revenue  levels, 
as  well  as  increased  allocation  relating  to  operating  grants  and  transfers. 

♦ Similar  to  that  of  employee  costs,  repairs  and  maintenance  as  percentage  of  operating 
revenue  is  also  fairly  constant  owing  directly  to  cost  drivers  such  as  bulk  purchases 
increasing  far  above  inflation.  The  expenditure  on  repairs  and  maintenance  is  well  below 
acceptable  levels,  but  the  actual  cost  will  only  be  determined  when  a costing  system  is 
implemented. 
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1.10.2  Free  Basic  Services:  basic  social  services  package  for  indigent  households 

The  social  package  assists  residents  that  have  difficulty  paying  for  services  and  are  registered  as 
indigent  households  in  terms  of  the  indigent  Policy  of  the  Municipality.  With  the  exception  of  water, 
only  registered  indigents  qualify  for  the  free  basic  services. 

For  the  MTREF  3900  registered  indigents  have  been  provided  for  in  the  budget.  In  terms  of  the 
Municipality's  indigent  policy  registered  households  are  entitled  to  6kt  fee  water,  50  kwh  of 
electricity,  free  sanitation  and  free  waste  removal  equivalent  once  a week,  as  well  as  a discount  on 
their  property  rates. 

Further  detail  relating  to  the  number  of  households  receiving  free  basic  services,  the  cost  of  free 
basic  services,  highest  level  of  free  basic  services  as  well  as  the  revenue  cost  associated  with  the 
free  basic  services  is  contained  elsewhere  in  this  report. 

1.11  Overview  of  budget  related-policies 

The  Municipality’s  budgeting  process  is  guided  and  governed  by  relevant  legislation,  frameworks, 
strategies  and  related  policies. 

There  was  a policy  review  workshop  during  the  month  of  March  2017  so  as  to  make  sure  all 
users  of  it  understand  it.  The  following  is  a broad  framework  of  all  the  policies  the  council 
have: 

1.11.1  Review  of  credit  control  and  debt  collection  procedures/policies 

The  Collection  Policy  as  approved  by  Council  annually  is  currently  under  review.  While  the  adopted 
policy  is  credible,  sustainable,  manageable  and  informed  by  affordability  and  value  for  money  there 
has  been  a need  to  review  certain  components  to  achieve  a higher  collection  rate..  In  addition 
emphasis  was  placed  on  speeding  up  the  indigent  registration  process  to  ensure  that  credit  control 
and  debt  collection  efforts  are  not  fruitlessly  wasted  on  these  debtors. 

As  most  of  the  indigents  within  the  municipal  area  are  unable  to  pay  for  municipal  services  because 
they  are  unemployed,  they  are  entitled  to  free  basic  services. 

The  2017/18  MTREF  has  been  prepared  on  the  basis  of  achieving  an  average  debtors’  collection 
rate  of  50  percent  on  current  billings.  In  addition  the  collection  of  debt  in  excess  of  90  days  has  been 
prioritised  as  a pertinent  strategy  in  increasing  the  Municipality’s  cash  levels. 

1.11.2  Asset  Management,  Infrastructure  Investment  and  Funding  Policy 

A proxy  for  asset  consumption  can  be  considered  the  level  of  depreciation  each  asset  incurs  on  an 
annual  basis.  Preserving  the  investment  in  existing  infrastructure  needs  to  be  considered  a 
significant  strategy  in  ensuring  the  future  sustainability  of  infrastructure  and  the  Municipality's 
revenue  base.Within  the  framework,  the  need  for  asset  renewal  was  considered  a priority  and  hence 
the  capital  programme  was  determined  based  on  renewal  of  current  assets  versus  new  asset 
construction. 

Further,  continued  improvements  in  technology  generally  allows  many  assets  to  be  renewed  at  a 
lesser  ‘real’  cost  than  the  original  construction  cost.  Therefore,  it  is  considered  prudent  to  allow  for 
a slightly  lesser  continual  level  of  annual  renewal  than  the  average  annual  depreciation.  The  Asset 
Management  Policy  is  therefore  considered  a strategic  guide  in  ensuring  a sustainable  approach  to 
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asset  renewal,  repairs  and  maintenance  and  is  utilised  as  a guide  to  the  selection  and  prioritisation 
of  individual  capita!  projects.ln  addition  the  policy  prescribes  the  accounting  and  administrative 
policies  and  procedures  relating  to  property,  plant  and  equipment  (fixed  assets). 


1.11.3  Budget  Adjustment  Policy 

The  adjustments  budget  process  is  governed  by  various  provisions  in  the  MFMA  and  is  aimed  at 
instilling  and  establishing  an  increased  level  of  discipline,  responsibility  and  accountability  in  the 
financial  management  practices  of  municipalities.To  ensure  that  the  Municipality  continues  to  deliver 
on  its  core  mandate  and  achieves  its  developmental  goals,  the  mid-year  review  and  adjustment 
budget  process  will  be  utilised  to  ensure  that  underperforming  functions  are  identified  and  funds 
redirected  to  performing  functions. 

1.11.4  Supply  Chain  Management  Policy 

The  Supply  Chain  Management  Policy  was  reviewed  and  adopted  by  Council  in  May2016.  An 
amended  policy  will  be  considered  by  Council  in  due  course  of  which  the  amendments  will  be 
extensively  consulted  on. 

1.11.5  Budget  and  Virement  Policy 

The  Budget  and  Virement  Policy  aims  to  empower  senior  managers  with  an  efficient  financial  and 
budgetary  amendment  and  control  system  to  ensure  optimum  service  delivery  within  the  legislative 
framework  of  the  MFMA  and  the  Municipality's  system  of  delegations. 


1.11.6  Cash  Management  and  Investment  Policy 

The  aim  of  the  policy  is  to  ensure  that  the  Municipality’s  surplus  cash  and  investments  are 
adequately  managed,  especially  the  funds  set  aside  for  the  cash  backing  of  certain  reserves.  The 
policy  details  the  minimum  cash  and  cash  equivalents  required  at  any  point  in  time  and  introduces 
timeframes  to  achieve  certain  benchmarks. 


1.11.7  Tariff  Policies 

The  Municipality's  tariff  policies  provide  a broad  framework  within  which  the  Council  can  determine 
fair,  transparent  and  affordable  charges  that  also  promote  sustainable  service  delivery.  The  policies 
have  been  approved  on  various  dates  and  a consolidated  tariff  policy  is  envisaged  to  be  compiled 
for  ease  of  administration  and  implementation  of  the  next  two  years. 


All  the  above  policies  are  available  on  at  main  municipal  building,  as  well  as  the  following  budget 

related  policies: 

• Property  Rates  Policy; 

• Funding  and  Reserves  Policy; 

• Budget  Policy;  and 

• Basic  Social  Services  Package  (Indigent  Policy). 
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1.12  Overview  of  budget  assumptions 

1.12.1  External  factors 

Domestically,  after  five  years  of  strong  growth,  during  which  about  two  million  jobs  were  created, 
our  economy  shrank  fast  and  millions  of  people  lost  their  jobs.  It  is  expected  that  recovery  from  this 
deterioration  will  be  slow  and  uneven  and  that  growth  for  2018  will  minimal  with  a slightly  better 
growth  in  the  outer  years. 

Owing  to  the  economic  slowdown,  financial  resources  are  limited  due  to  reduced  payment  levels  by 
consumers.  This  has  resulted  in  declining  cash  inflows,  which  has  necessitated  restrained 
expenditure  to  ensure  that  cash  outflows  remain  within  the  affordability  parameters  of  the 
Municipality’s  finances. 


1.12.2  General  inflation  outlook  and  its  impact  on  the  municipal  activities 

There  are  five  key  factors  that  have  been  taken  into  consideration  in  the  compilation  of  the  2017/18 
MTREF: 

• National  Government  macro-economic  targets; 

• The  general  inflationary  outlook  and  the  impact  on  Municipality’s  residents  and  businesses; 

• The  impact  of  municipal  cost  drivers; 

• The  increase  in  prices  for  bulk  electricity;  and 

• The  increase  in  the  cost  of  remuneration. 

1.12.3  Credit  rating  outlook 

The  Municipality  did  not  perform  a credit  rating  outlook. 

1.12.4  Interest  rates  for  borrowing  and  investment  of  funds 

The  municipality  has  made  provision  for  borrowings  during  the  MTREF  period.  It  is  expected  that 
interest  rates  will  be  adjusted  slightly  upwards  during  the  MTREF  period  and  it  was  budget  for  as 
such. 

1.12.5  Collection  rate  for  revenue  services 

The  base  assumption  is  that  tariff  and  rating  increases  will  increase  at  a rate  slightly  higher  that  CPI 
over  the  long  term.  It  is  also  assumed  that  current  economic  conditions,  and  relatively  controlled 
inflationary  conditions,  will  continue  for  the  forecasted  term. 

The  rate  of  revenue  collection  is  currently  expressed  as  a percentage  (50  percent)  of  annual  billings. 
Cash  flow  is  assumed  to  be  50  percent  of  billings.  The  performance  of  any  increased  collections  or 
arrear  collections  will  however  only  be  considered  a source  of  additional  cash  in-flow  once  the 
performance  has  been  carefully  monitored. 

1.12.6  Growth  or  decline  in  tax  base  of  the  municipality 

Debtor’s  revenue  is  assumed  to  increase  at  a rate  that  is  influenced  by  the  consumer  debtor’s 
collection  rate,  tariff/rate  pricing,  real  growth  rate  of  the  Municipality,  household  formation  growth 
rate  and  the  poor  household  change  rate. 
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Household  formation  is  the  key  factor  in  measuring  municipal  revenue  and  expenditure  growth,  as 
servicing  ‘households’  is  a greater  municipal  service  factor  than  servicing  individuals.  Household 
formation  rates  are  assumed  to  convert  to  household  dwellings,  in  addition  the  change  in  the  number 
of  poor  households  influences  the  net  revenue  benefit  derived  from  household  formation  growth,  as 
it  assumes  that  the  same  costs  incurred  for  servicing  the  household  exist,  but  that  no  consumer 
revenue  is  derived  as  the  'poor  household’  iimits  consumption  to  the  level  of  free  basic  services. 


1.12.7  Salary  increases 

There  is  a collective  agreement  on  salary  increases  in  place  for  the  budget  year,  and  the  guidance 
on  increases  as  contained  in  Circular  85  and  86  of  National  Treasury  was  also  used  during  the 
compilation  of  budget  accordingly. 


1.12.8  Impact  of  national,  provincial  and  local  policies 

Integration  of  service  delivery  between  national,  provincial  and  local  government  is  critical  to  ensure 
focussed  service  delivery  and  in  this  regard  various  measures  were  implemented  to  align  IDPs, 
provincial  and  national  strategies  around  priority  spatial  interventions.  In  this  regard,  the  following 
national  priorities  form  the  basis  of  all  integration  initiatives: 

• Creating  jobs; 

• Enhancing  education  and  skill  development; 

• Improving  Health  services; 

• Rural  development  and  agriculture;  and 

• Fighting  crime  and  corruption. 

To  achieve  these  priorities  integration  mechanisms  are  in  place  to  ensure  integrated  planning  and 
execution  of  various  development  programs.  The  focus  will  be  to  strengthen  the  link  between  policy 
priorities  and  expenditure  thereby  ensuring  the  achievement  of  the  national,  provincial  and  local 
objectives. 


1.12.9  Ability  of  the  municipality  to  spend  and  deliver  on  the  programmes 

It  is  estimated  that  a spending  rate  of  at  least  97  percent  is  achieved  on  operating  expenditure  and 
100  percent  on  the  capital  programme  for  the  2017/18  MTREF  of  which  performance  has  been 
factored  into  the  cash  flow  budget. 


1.13  Overview  of  budget  funding 
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1.13.1  Medium-term  outlook:  operating  revenue 

The  following  table  is  a breakdown  of  the  operating  revenue  over  the  medium-term: 


EC13S  Emalahteni  (Ec)  - Table  A1  Budget  Summary 
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The  following  graph  is  a breakdown  of  the  operational  revenue  per  main  category  for  the  2017/18 
financial  year. 

Breakdown  of  operating  revenue  over  the  2017/18  MTREF 


OPERATING  REVENUE  ITEMS  BY  TYPE 


B Property  rates  B Service  charges  - electricity  revenue 

® Sen/ice  charges  - refuse  revenue  B Renta!  of  facilities  and  equipment 
m Interest  earned  - external  investments  w interest  earned  - outstanding  debtors 
£ Fines,  penalties  and  forfeits  a Licences  and  permits 

m Agency  services  b Transfers  and  subsidies 

BOther  revenue 


Tariff  setting  plays  a major  role  in  ensuring  desired  levels  of  revenue.  Getting  tariffs  right  assists  in 
the  compilation  of  a credible  and  funded  budget.  The  Municipality  derives  most  of  its  operational 
revenue  from  the  provision  of  goods  and  services  such  as  electricity  and  solid  waste  removal, 
property  rates,  operating  and  capital  grants  from  organs  of  state  and  other  minor  charges  (such  as 
building  plan  fees,  licenses  and  permits  etc). 


Investment  revenue  contributes  significantly  to  the  revenue  base  of  the  Municipality.  It  needs  to  be 
noted  that  these  allocations  have  been  conservatively  estimated  and  as  part  of  the  cash  backing  of 
reserves  and  provisions.  The  actual  performance  against  budget  will  be  carefully  monitored.  Any 
variances  in  this  regard  will  be  addressed  as  part  of  the  mid-year  review  and  adjustments  budget. 
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Cash  flow  management  and  forecasting  is  a critical  step  in  determining  if  the  budget  is  funded  over  the  medium-term.The  table  below  is  consistent 
with  international  standards  of  good  financial  management  practice  and  also  improves  understandability  for  councillors  and  management.  Some 
specific  features  include: 
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1.13.3  Cash  Backed  Reserves/Accumulated  Surplus  Reconciliation 

This  following  table  meets  the  requirements  of  MFMA  Circular  42  which  deals  with  the  funding  of  a 
municipal  budget  in  accordance  with  sections  18  and  19  of  the  MFMA.  The  table  seeks  to  answer 
three  key  questions  regarding  the  use  and  availability  of  cash: 

• What  are  the  predicted  cash  and  investments  that  are  available  at  the  end  of  the  budget 
year? 

• How  are  those  funds  used? 

• What  is  the  net  funds  available  or  funding  shortfall? 

A surplus  would  indicate  the  cash-backed  accumulated  surplus  that  was/is  available.  A shortfall 
(applications  > cash  and  investments)  is  indicative  of  non-compliance  with  section  1 8 of  the  MFMA 
requirement  that  the  municipality’s  budget  must  be  ‘funded’.  Non-compliance  with  section  18  is 
assumed  because  a shortfall  would  indirectly  indicate  that  the  annual  budget  is  not  appropriately 
funded  (budgeted  spending  is  greater  than  funds  available  or  to  be  collected).  It  is  also  important 
to  analyse  trends  to  understand  the  consequences,  e.g.  the  budget  year  might  indicate  a small 
surplus  situation,  which  in  itself  is  an  appropriate  outcome,  but  if  in  prior  years  there  were  much 
larger  surpluses  then  this  negative  trend  may  be  a concern  that  requires  closer  examination. 

MBRR  Table  A8  - Cash  backed  reserves/accumulated  surplus  reconciliation 
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From  the  above  table  it  can  be  seen  that  the  cash  and  investments  available  total  R1  073  million  in 
the  2017/18  financial  year  and  progressively  decrease  to  -R  54  232  million  by  2019/20,  including 
the  projected  cash  and  cash  equivalents  as  determined  in  the  cash  flow  forecast.  The  following  is  a 
breakdown  of  the  application  of  this  funding: 

• Unspent  conditional  transfers  (grants)  are  automatically  assumed  to  be  an  obligation  as  the 
municipality  has  received  government  transfers  in  advance  of  meeting  the  conditions. 
Ordinarily,  unless  there  are  special  circumstances,  the  municipality  is  obligated  to  return 
unspent  conditional  grant  funds  to  the  national  revenue  fund  at  the  end  of  the  financial  year. 
In  the  past  these  have  been  allowed  to  ‘roll-over’  and  be  spent  in  the  ordinary  course  of 
business,  but  this  practice  has  been  discontinued. 

• The  main  purpose  of  other  working  capital  is  to  ensure  that  sufficient  funds  are  available  to 
meet  obligations  as  they  fall  due.  A key  challenge  is  often  the  mismatch  between  the  timing 
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of  receipts  of  funds  from  debtors  and  payments  due  to  employees  and  creditors.  High  levels 
of  debtor  non-payment  and  receipt  delays  will  have  a greater  requirement  for  working  capital, 
resulting  in  cash  flow  challenges.  Any  underperformance  in  relation  to  collections  could  place 
upward  pressure  on  the  ability  of  the  Municipality  to  meet  its  creditor  obligations. 

• Most  reserve  fund  cash-backing  is  discretionary  in  nature,  but  the  reserve  funds  are  not 
available  to  support  a budget  unless  they  are  cash-backed.  The  reserve  funds  are  fully 
cash-backed.  The  level  of  cash-backing  is  directly  informed  by  the  municipality’s  cash 
backing  policy.  These  include  the  Capital  Replacement  Reserve,  Employee  Benefits 
Reserves  and  the  Rehabilitation  of  landfill  sites  and  quarries. 


1.13.4  Funding  compliance  measurement 

National  Treasury  requires  that  the  municipality  assess  its  financial  sustainability  against  fourteen 
different  measures  that  look  at  various  aspects  of  the  financial  health  of  the  municipality.  These 
measures  are  contained  in  the  following  table.  All  the  information  comes  directly  from  the  annual 
budgeted  statements  of  financial  performance,  financial  position  and  cash  flows.  The  funding 
compliance  measurement  table  essentially  measures  the  degree  to  which  the  proposed  budget 
complies  with  the  funding  requirements  of  the  MFMA.  Each  of  the  measures  is  discussed  below. 

MBRR  SA10  - Funding  compliance  measurement 
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1. 13.4. 1 Cash/cash  equivalent  position 

The  Municipality’s  forecast  cash  position  was  discussed  as  part  of  the  budgeted  cash  flow 
statement.  A ‘positive’  cash  position,  for  each  year  of  the  MTREF  would  generally  be  a minimum 
requirement,  subject  to  the  planned  application  of  these  funds  such  as  cash-backing  of  reserves 
and  working  capital  requirements. 

If  the  municipality’s  forecast  cash  position  is  negative,  for  any  year  of  the  medium  term  budget,  the 
budget  is  very  unlikely  to  meet  MFMA  requirements  or  be  sustainable  and  could  indicate  a risk  of 
non-compliance  with  section  45  of  the  MFMA  which  deals  with  the  repayment  of  short  term  debt  at 
the  end  of  the  financial  year. 
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1. 13.4.2  Cash  plus  investments  less  application  of  funds 

The  purpose  of  this  measure  is  to  understand  how  the  municipality  has  applied  the  available  cash 
and  investments  as  identified  in  the  budgeted  cash  flow  statement.  The  detail  reconciliation  of  the 
cash  backed  reserves/surpluses  is  contained  in  the  previous  page,  the  reconciliation  is  intended  to 
be  a relatively  simple  methodology  for  understanding  the  budgeted  amount  of  cash  and  investments 
available  with  any  planned  or  required  applications  to  be  made.  This  has  been  extensively  discussed 
above. 

1.13.4.3  Monthly  average  payments  covered  by  cash  or  cash  equivalents 

The  purpose  of  this  measure  is  to  understand  the  level  of  financial  risk  should  the  municipality 
be  under  stress  from  a collection  and  cash  in-flow  perspective.  Regardless  of  the  annual  cash 
position  an  evaluation  should  be  made  of  the  ability  of  the  Municipality  to  meet  monthly  payments 
as  and  when  they  fall  due.  It  is  especially  important  to  consider  the  position  should  the  municipality 
be  faced  with  an  unexpected  disaster  that  threatens  revenue  collection  such  as  rate  boycotts. 


1.13.4.4  Surplus/deficit  excluding  depreciation  offsets 

The  main  purpose  of  this  measure  is  to  understand  if  the  revenue  levels  are  sufficient  to  conclude 
that  the  community  is  making  a sufficient  contribution  for  the  municipal  resources  consumed  each 
year.  An  ‘adjusted’  surplus/deficit  is  achieved  by  offsetting  the  amount  of  depreciation  related  to 
externally  funded  assets.  Municipalities  need  to  assess  the  result  of  this  calculation  taking  into 
consideration  its  own  circumstances  and  levels  of  backlogs. if  the  outcome  is  a deficit,  it  may  indicate 
that  rates  and  service  charges  are  insufficient  to  ensure  that  the  community  is  making  a sufficient 
contribution  toward  the  economic  benefits  they  are  consuming  over  the  medium  term.  For  the 
2017/18  MTREF  and  outer  years  the  municipality  has  deficits. 

It  needs  to  be  noted  that  a surplus  or  deficit  does  not  necessarily  mean  that  the  budget  is  funded 
from  a cash  flow  perspective  and  the  first  two  measures  in  the  table  are  therefore  critical. 


1.13.4.5  Property  Rates/service  charge  revenue  as  a percentage  increase  less  macro  inflation  target 
The  purpose  of  this  measure  is  to  understand  whether  the  municipality  is  contributing  appropriately 
to  the  achievement  of  national  inflation  targets.  This  measure  is  based  on  the  increase  in  ‘revenue’, 
which  will  include  both  the  change  in  the  tariff  as  well  as  any  assumption  about  real  growth  such  as 
new  property  development,  services  consumption  growth  etc. 

The  factor  is  calculated  by  deducting  the  maximum  macro-economic  inflation  target  increase  (which 
is  currently  3-6  percent). The  result  is  intended  to  be  an  approximation  of  the  real  increase  in 
revenue.  From  the  table  above  it  can  be  seen  that  the  percentage  growth  is  higher  than  forecasted 
CPIXfor  the  respective  financial  year  of  the  2017/18  MTREF  which  is  mainly  due  to  higher  electricity 
tariff  increase  However,  the  outcome  is  lower  than  it  might  be  due  to  the  slowdown  in  the  economy 
and  a reduction  in  consumption  patterns.  This  trend  will  have  to  be  carefully  monitored  and  managed 
with  the  implementation  of  the  budget. 


1.13.4.6  Cash  receipts  as  a percentage  of  ratepayer  and  other  revenue 

This  factor  is  a macro  measure  of  the  rate  at  which  funds  are  ‘collected’.  This  measure  is  intended 
to  analyse  the  underlying  assumed  collection  rate  for  the  MTREF  to  determine  the  relevance  and 
credibility  of  the  budget  assumptions  contained  in  the  budget.  It  can  be  seen  that  the  outcome  is  at 
99.1  percent  for  2017/18  and  90.8percent  for  the  outer  financial  years.  Given  that  the  assumed 
collection  rate  was  based  on  a 20  percent  performance  target,  the  cash  flow  statement  has  been 
conservatively  determined.  However,  the  percentage  in  the  above  table  includes  direct  receipts  for 
services  being  paid  in  cash  such  as  agency  services  and  permits.  This  measure  and  performance 
objective  will  have  to  be  meticulously  managed.  Should  performance  with  the  mid-year  review  and 
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adjustments  be  positive  in  relation  to  actual  collections  of  billed  revenue,  the  adjustments  budget 
will  be  amended  accordingly. 


1.13.4. 1 Debt  impairment  expense  as  a percentage  of  billable  revenue 

This  factor  measures  whether  the  provision  for  debt  impairment  is  being  adequately  funded  and  is 
based  on  the  underlying  assumption  that  the  provision  for  debt  impairment  (doubtful  and  bad  debts) 
has  to  be  increased  to  offset  under-collection  of  billed  revenues.  The  provision  has  been 
appropriated  at  40  percent  over  the  MTREF. 

1. 13.4.8  Capital  payments  percentage  of  capital  expenditure 

The  purpose  of  this  measure  is  to  determine  whether  the  timing  of  payments  has  been  taken  into 
consideration  when  forecasting  the  cash  position.  It  can  be  seen  that  a 100  percent  payments  has 
been  factored  into  the  cash  position  forecasted  over  the  entire  financial  year. 


1.13.4.9  Transfers/grants  revenue  as  a percentage  of  Government  transfers/grants  available 
The  purpose  of  this  measurement  is  mainly  to  ensure  that  all  available  transfers  from  national  and 
provincial  government  have  been  budgeted  for.  A percentage  less  than  100  percent  could  indicate 
that  not  all  grants  as  contained  in  the  Division  of  Revenue  Act  (DoRA)  have  been  budgeted  for.  The 
Municipality  has  budgeted  for  all  transfers  and  therefore  no  percentage  is  being  shown  as 
outstanding. 


1.1 3. 4.10  Consumer  debtors  change  (Current  and  Non-current) 

The  purpose  of  these  measures  are  to  ascertain  whether  budgeted  reductions  in  outstanding 
debtors  arerealistic.There  are  2 measures  shown  for  this  factor;  the  change  in  current  debtors  and 
the  change  in  long  term  receivables,  both  from  the  Budgeted  Financial  Position. 

1.13.4.11  Repairs  and  maintenance  expenditure  level 

This  measure  must  be  considered  important  within  the  context  of  the  funding  measures  criteria 
because  a trend  that  indicates  insufficient  funds  are  being  committed  to  asset  repair  could  also 
indicate  that  the  overall  budget  is  not  credible  and/or  sustainable  in  the  medium  to  long  term 
because  the  revenue  budget  is  not  being  protected. 

1.1 3.4.1 2 Asset  renewal/rehabilitation  expenditure  level 

This  measure  has  a similar  objective  to  aforementioned  objective  relating  to  repairs  and 
maintenance.  A requirement  of  the  detailed  capital  budget  (since  MFMA  Circular  28  which  was 
issued  in  December  2005)  is  to  categorise  each  capital  project  as  a new  asset  or  a 
renewal/rehabilitation  project.  The  objective  is  to  summarise  and  understand  the  proportion  of 
budgets  being  provided  for  new  assets  and  also  asset  sustainability.  A declining  or  low  level  of 
renewal  funding  may  indicate  that  a budget  is  not  credible  and/or  sustainable  and  future 
revenue  is  not  being  protected,  similar  to  the  justification  for  ‘repairs  and  maintenance'  budgets. 
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1.14  Expenditure  on  grants  and  reconciliations  of  unspent  funds 

MBRR  SA19  - Expenditure  on  transfers  and  grant  programmes 


EC  136  Emaiahfem  (Ec)  - Supporting  Table  SA19  Expenditure  on  uansfeisand  grant  programme 


Description 

R Jh  ci! 

l 

\Rti  aim  I num  • atus 

Current  Y^r  20tS-f  17 

2DI7/1S  Medium  Terns  Revenue  l 

Expenditure  framework 

i Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Origins!  • Adjusted  1 Full  Year 
Dud^ei  Sudgci  ; Forces: 

Budget  Year  \ Budget  Yetsr  \ Gudg^t  Year 
2617/16  1 *1201^13  j *7V>m 

EXFEHDrfURt: 

? 

| 

Oantina  etoer^itire  of  T«f .jfers  and  Grams 

1 

| 

; ; 

Ration  3l  Govtromt: 

9 J.itt 

107  321 

33,155 

127  514 

127  514  j 127,514 

?2U43  j 126,465  ; 

126163 

: 7;-,74$ 

S3 

7$  "a  £ 

i«.s*$  i 

**43$  1 

115.113 

VZXQlttrrzZ  F fisr-'s 

i'1'3 

'■5tt 

«!  t.?.5  ; 

* s,?.s  | r 5.;.^ 

2 | ) 

;v£2 

* ttfts?ar  Miswcsre  Gad 

«• 

1S» 

WO  \ 

?01D ! 7.010 

<M  \ < 7J*  i 

'>m 

P'&'-'Z  Vs! G'"*1*!  v-r  E'  t'tS 

?!'*< 

534 

<M  I *,3C5  S 

1 ,303 

«» 

52?7  • 

*317 1 $-.317 

- i 5-^| 

7,000 

Fro^nera!  Government. 

53? 

2570 

2531 

m j 

933  j 903 

539  j 1rW  i 

1,105 

c i-.i  > 5V* 

! 23' 

* f.t* 

**'; 

VA\ 

6*3 1 Vil 

50  i sS 

1C1 

A^ws  i*3  ttann  • Lira/  Seva 

: 

1.543 

500  ■■  1S2 ; 

1.C03 

District  Municipality: 

1<45 

1,773 

11E5 

2.S23 ! 

2623  \ 2S2> 

?,K8  ; 1,103 ! 

ym 

CkSJJ  Cflv^ 

: 

1 

45 

\ 

i 

; 

i 

OC4f  frfi’&'as 

c< 

1 

CkDM  Pii.'h3  rJ 

535 

: 

! j 

ChTMWfiij?®#* 

; 

•r? 

ICO 

1 

j i 

GWfS  1&r*3p?ty  G'j?? 

; 

V*55 

2*23  • 

7*1:  | 2€2J 

1 ; 

cfcuotw 

: 

• 

- 

1 

■. 

: 

i 

O^fr^lflrfv'dfrs. 

; 

; 

- 

1 

*”  i 

2S ! 2JO 

1 i 3;i?j 

- ■ 

412  j 

\ j 

t? 

& 

>x 

■«  TrJ 

II 

| 1 

i ! 

UCvl  1.000  j 

r Y:  r w | 

i f.^ 

Otf  $ hi*  * 0j«  rtysct 

j ' i 

j 

1 

f 

t 

1 ']&’  l 

Other  gran*  provider 

; j 

_ 

- 

_ i 

- | 

- 1 - \ 

- 

j 

f 

- ~--r 



tout  operat  ng  expenditure  of  Trans'er?  and  Grants 

! ; $M4?  | 

112.551 

M,441 

13265?  f 

132.654 ! 132,654 

123.635  S KIM  ] 

12327? 

G^nsrsl  expenditure  of  Transfer*  and  Grans 

• j 

1 

i 

r 

r 

| 

Mena!  Gontontiftt 

«(m| 

23,36? 

26451 

39,170  i 

23 170  [ 23,170 

32  m \ u,m  \ 

35,«76 

Gwrrwl-  *Vs>ai  irh:t%ct;tC^r! 

a,75’l 

3.0*1 

25A21 

r mr 

;0.i:-2  j j 

Provintia!  G comment; 

i_ _-j 

_ 

- 

3.000 1 3.2^0 

_zA Z-i 

- 

; " 1 

2609  j 

-T  - f 

District  ftiunteipalitf 

_ | 

„ 

- 

i 

:4_ 

„ ] 

w.*..r, 

„ i _ ! 

_ 

Other  grant  pronidtrs: 

| 7 

- 

i 

j 

- 1 - i 

Total  ttpifil  expenditure  of  Transfers  and  Grants 

j 

• 22733 

26,40! 

32,570 1 

s j 

| 

26 170  j 26 1?0 

52,155 1 34,162  j 

3)5S76 

TOTAl  EXFtfiDITORE  Of  IRARSFERS  AND  GRAFTS 

121,1st 

wm 

120753 

162,45$; 

150024 1 m,m 

156,156 1 162.53)  j 

164,151 
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MBRR  SA20  - Reconciliation  between  of  transfers,  grant  receipts  and  unspent  funds 


EC136  Emalahleni  fEc)  * Supporting  Table  SA2Q  Reconciliation  of  transfers,  grant  receipts  and  unspent  funds 


Description 

Ref 

mu  ; 

2014115 

2015/16 

Current  Year  2016/17 

2917/18  Medium  Term  Revenue  & 
Expenditure  f muoti 

R thousand 

; Audited  ; 

Outcome  i 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year  Budget  Year;  Budget  Year 
2017/18  ; +12918719  1 +22519/29 

Operating  transfers  and  oranfs: 

. M 

Nations!  Government: 

= 

gf  tz'2:ZV'A)ji  'J  tx 

43  ; 

41 

4 047 

Orar;  y*a*  reCr-3 

24  IS*  i 

*0B  5M 

mm 

**'$$£* 

KM&\  126450 

?2S  ill 

Conditions  met  * transferred  to  revenue 

§4 155  j 

mm 

S8462 

mm 

129866 

mass 

12!  343  i 125  463 

126159 

COSt&O'lj  $i  :;  *0  bv  ^5;  * *0  ' 

;e$j 

*5  : 

& 

7*4 

Provincial  Government: 

• 

Cws«ye»8«&s 

’bv'  r 

* W<  V 

14 

«co 

903 

CA-. 

995  • 

1 0^4 

Conditions  met  * transferred  to  revenue 

In 

2570 

555 

990 

903 

903 

933  | 533 

1904 

tv  be  me* » to  -o  b-  - 

District  Municipality: 

?«> 

7bv:  j 

f £v 

5$#»  at  cf  the  year 

•310 

Cv-e?  ‘ yea*  raoep’o 

•*  * 

Jr  ; 

1 773 

330 

2 

2823 

5 5CO  ; * 000 

? vVv* 

Conditions  met  - transferred  to  revenue 

3 445 

tm 

1185 

- 

2823 

2823 

i SCO  5 CM 

t ODD 

5$  ft  be  *VS?  * *0  hf$ 

Other  grant  providers: 

*.A?j 

275 

S3^c$  a*  of  year 

■ 

■5"0' 

Cv^rt  yea*  recep's 

Conditions  met  * transferred  to  revenue 

- : 

-• 

' ' m 

- 

- 

- 

- 

s?  £ ce  fast  - raf.s,*?ai  to  &£ 

*A% 

Total  operating  transfers  and  grants  revenue 

S3  441  | 

112851 

97554 

130786 

133611 

mm 

123841 1 128457 

123173 

Total  operating  transfers  and  grants  - CTBM 

771 1 

345 

1767 

- 

- 

- 

- j 

- 

Capital  transfers  and  grants 

il?| 

■ 

National  Government: 

y^vibt  5*  cf  the  yea* 

721  j 

i 

Ciin'if-t  ySv-  reatvts 

! *53  i 

00 ■ 

25401 

30 170  j 

: 30170 : 

<A 

12  m\  24C69 

b?  v 

Conditions  met  - transferred  to  revenue 

j 

r™ismT 

IM: 

26401 

■H||| 

r wii] 

! 1 170 

. 32  35B  t Um\ 

; '35876 

Cv^ •”"'*=$  ***•'*  ^ *:"! 

Provincial  Government: 

■ j 

rjis^ja  ■£« 5?  cev^-i^o  i?f  the  year 

j 

i j 

2 500 

3090 ! 

f TSA 

J h'iAi 

Conditions  met  * transferred  to  revenue 

! " f 

’ - 

- 

2500 

I im' 

P" ‘11  fiT: 

miiiXirr^.1 

Qvvm  m s>  fc  rr<s*  • m&r-z  to  *»* 

District  Municipality: 

tesi  i 

\ 

Caffcf.sye3f«»^5 

Conditions  met  * transferred  to  revenue 

r ~f 

— H 

r~ * 

I—- -j 

I 

i - ! 

i 

C-5^005  $tl  sO  tx  nVrt  - & i&i 

Other  grant  providers: 

tes;  j 

i ! 

Ei&vi  at  of  jh*  yea? 

Crfirf  f:t  y?a?  ?ece:pts 

Conditions  met  'transferred  to  revenue 

i | 

i- 

- 

U ...... 

! — 

t— — 

- - f- j 

j 

Cw&yss  s$  to  b?  - try  sferod  to  £&§ 

S*$J  1 

f f 

Total  capita!  transfers  and  grants  revenue 

j 

| 23193; 

\ 2540T 

32670 

p 33 170 

32358'}  iioifl 

| 35376 

Total  capital  transfers  and  grants  - CTBM 

\ 2 1 

- ; 

| 



- 

| _ _ ~J 

- j_ .j 

- 

TOTAL  TRANSFERS  AND  GRANTS  REVENUE 

1 25  640  | 

143230 1 

| 123  955 

163455 

165782 

L 4#7^2 

15$  199  j 162535 

| 164  m 

TOTAL  TRANSFERS  AND  GRANTS  - CTBM  i 

T«ff 

S?fj 

r iif 

- 

- 

i 

~-l 

r - * 
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1.15  Councillor  and  employee  benefits 

MBRR  SA22  - Summary  of  councillor  and  staff  benefits 


EC136  Emalahtem  (Ec)  - Supporting  Table  SA22  Summary  councillor  and  staff  benefits 


Summary  of  Employee  and  Councillor  remuneration  1 Ref 

R thousand  { 

2017/13  Medium  Term  Revenue  & 
Expenditure  Framework 

Budget  Year 

2017/18 

Budget  Year 

H20S8M3 

Budget  Year 

+2  2019/20 

; i 

A 

a 

t 

Councillors  {Political  Office  Bearers  plus  Other) 

Essie  Vi*S'--3'3  ! 

*2  050 

*2  954 

- 

- 

VcZCS  A£  CW&itW*  j 

- 

- 

- 

mo j 

- 

- 

- 

A&wartce  ! 

«Z9 

$65 

’i-y-Am  ASswssces  j 

- 

- 

- 

Ofcer  bs^eis  and  afowa-fcea 

- 

- 

Sub  Total  * Councillors  \ 

12  071 

12976 

13,950 

% increase  j 4 

- 

7,5% 

73% 

Senior  Manaaers  of  the  Municipality  I 2 

Bass  spates  I 

o 3E4 

9149 

3 STS 

?**$.*n  2^5  Ur  CsnfcbVsons  | ' 

'1 

12 

*.  \ 

Vi-yzi!  A&  ! j 

- 

- 

- 

OV5?t‘Ti*  | 

:K;5 

ZM 

H33 

1241 

1352 

y^ss?  Aviv*v?/=Cc  j 3 

559 

1052 

A&WS/&*  I 5-  j 

- 

- 

» 

rio-iS^A^WiCes  j 3 ; 

- 

- 

- 

Ore-  aro  a&wascw  ; 3-  i 

2'S 

215 

| j 

- 

- 

» 

iO-0  S*fV:Ce  3 '<?/£*;£*  • i 

250 

- 

- 

Post^rf s?snwt  1^-5%  o6^s$ofls  ! 3 j 

r?;~ 

£ ,«  *s 

Sub  Total  * Senior  Managers  of  Municipality*  | 

‘ 12,327 

13,050 

14,283 

% increase  \ 4 

- 1 

6.2S  | 

9,051 

Other  Municipal  Staff  ! 

! j 

B-es;c  S&sfiss-  cf>$  \ 

j 52A$%  : 

SO  505  ! 

'51550 

P-tzm  efi*  y<F  Cc^^aa'c^s  j | 

im 

2-  $75-7  j 

! 9651 

\««:C3£  A:d  1 

\ £ Z-d*  i 

2.757  1 

j 3. 

1 

j 

450  i 

491  | 

SS5 

Pei^??nar?ce  S&us  1 

- 1 

- 

1 

X^VfehicssASawar-ce  j 3 i 

2:441 

2.650  1 

! 2 >60 

Aforawce  ( 3 

| -izz  \ 

: 27v  j 

v** 

K$iStf  g A^o^ces  1 3 i 

*■*£  \ 

1*;4  j 

; 135 

Ofc5fb***$B^d&kW3tt5S.  j 3 ! 

340  1 

355  : 

; * 5.7 

Paymems  *»  m $ mv*  j 

I ISO 

154  ! 

«r? 

l&g  «}Wi«  «W2rds  ; 

I 

- i 

j 

Pos^s^msftitfiflsS^ob^siSws  i 6 ; 

j ~ 

~ ; 

| 

Sub  Total  - Other  Municipal  Staff  1 

1 TSSSf] 

7222l1 

j ~”lp59 

% increase  | a 

\ 

3.4%  j 

Z3% 

Total  Parent  Municipality  j 

90,937 

93257  j 

\ ' ’ 16s 3h 

j 

s.o%1 

\ zM 

TOTAL  SALARY,  ALLOWANCES  & BENEFITS 

90,997 

98,287  j 

l 106,573 

% increase  j 4 

i 

l m s.o%: 

1 S.4K 

TOTAL  MANAGERS  AND  STAFF  j 5.7 

| 70,926 

| 85310 

1 lim 
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MBRR  SA23  - Salaries,  allowances  and  benefits  (political  office  bearers/councillors/  senior 
managers) 


EC136  Emalahleni  (Ec)  - Supporting  Table  SA23  Salaries,  allowances  & benefits  (political  office  bearers/counciilors/senior  managers) 


Disclosure  of  Salaries,  Allowances  & Benefits  1.  |Refl 

| } No 

Ran 0 per  annum  { 1 

\ Salary 

j 

| 

iiContfibuHons 

V 

1. 

Allowances 

Performance!  Jn-kind 
Bonuses  ] bcndiia 

| 

Total 

Package 

1 1 

2. 

Councillors  j 3 1 

SjKSter  } 4 ] 

I S5*.£S1 

» 

25,050 

r-  •••• 

676,571 

i 327,St$ 

250SG 

332  VB 

Mays? 

j 2-1 4 £5  3 

{. 

"'5  V-3C’ 

1 

mm 

ty  £jsk irtvs  V-ay:e  1 [ 

- 

- 

- 

- 

c xKusvfi  Ccm^as  i | 

f £.7*2.224 

1 

: :•' •'•V.'-.V-: - j 

2 $07.7£ a 

"eta?  fee  & csisr  ccvr.cj:-:^  j j 

| S.«t.4s0 

- 

'v*52  050 

; 

“255,550 

Total  Councillors  i 6 j - 

; ?1r21S3?i 

552,720 

...4. . 

12,071.033 

I 1 

Senior  Wananers  of  the  Municioalitv  ? 5 ! 

1 

i 1 

if.IV}  ; i 

! * ,525.252 

i os  535  ! 

i 

i 1 ? 3.310  ! 

1,634.501 

1 j 

1 1.747,540 

| v9.553 1 

1 '0073?  j 

?so  4=3 : 

2.143,655 

Conors-* 

{ i 350  357 

f 1 

i 115.704  i 

172  5=3  I 

1,r&?.5s5 

:0“S  ? | 

j ?,5*$.2£$ 

| 55,535 

eae.£2t ! 

j 150  253  | 

2 $15  53* 

D*«»eCofW4*tt!y  1 i 

i 1 004,000 

5S'::5S  i 

lot ! 

i ?20  l*Z  j 

2.254.2i$ 

0*e&v  EDTA  ! j 

| 1.374.255 

) 55  553- 1 

I 4070?  | 

| 130.233  } 

fotaf  Senior  Managers  of  the  Municipality  Ic.JD;  - 

j k531893 

537,583  i 

'"'V2  3?SS6S' 

i i 

TOTAt  COST  Of  COUNCItlok.  DIRECTOR  and  | f 

j 

rWULi  ri  L 11  ,f  ,Si  i 

* ! 



i \ 



i : - 

j 20,722,263 

f 597,583  | 

! ,939  651 

j 1 735,255  j 

24,397.761 

EXECUTIVE  REMUNERATION  | | 

MBRR  SA24-  Summaryof  personnel  numbers 


EC136  Emafahleni  (£c)  - Supporting  Tablft  SA24  Summary  of  personnel  numbers 


Summary  of  Personnel  Numbers 

Ret 

*315‘f6 

Current  Year  20 IE "17 

Budget  Year  201 T?  13 

Number 

!,2 

Positions 

Permanent 

employees 

Controcf 

employees 

Positions 

Permanent 

employees 

Comrsct 

emp!oyei-3 

Pcshions 

Permanent 

employees 

Contract 

employees 

Municipal  Council  and  Boards  of  Municipal  Entities 

E«r3  Vars'fcftr*  cl  rvei'tica? 

4 

“ 

u 

_ 

34 

34 

** 

£4 

Municipal  employees 

i 

W/ri-s-a?  Wansge?  end  Sen;;?  IteiasfS 

3 

S 

6 

- 

6 

-V 

6 

Otter  V-snejsrs 

r 

it 

•rj 

T 

V5 

i 

11 

?0 

44 

2 

■IS 

42 

2 

44 

42 

2 

Fxi&ct 

2 

z 

- 

3 

\ 

- 

3 

- 

piir rJrj 

1- 

- 

? 

- 

1 

t 

/rfsrrrjsj-cn  Trzhnzi-gy 

1 

- 

t- 

? 

- 

? 

t 

- 

t 

1 

- 

1 

1 

- 

S?n ftty 

- 

1 

? 

- 

1 

i 

- 

VV^fsr 

" 

" 

- 

- 

- 

- 

* 

- 

- 

Refuse 

% 

T 

\ 

”, 

V 

Offter 

It 

34 

2 

;4 

2 

25 

24 

2 

T^visg^f 

15 

15 

- 

•fj 

- 

15 

J5 

_ 

/%**ic* 

7 

- 

? 

? 

- 

7 

/ 

- 

5 c <?X  !>,  •)  SftT  J pixzni’7} 

» 

7 

- 

*- 

1 

- 

i 

? 

tntsrmftizn  Tccisnttgy 

t 4 

1 | 

i 

t j 

i 1 ! 

- 

1 

; 

- 

fiwSs 

? « j 

* ] 

i 

i j 

i *■  | 

l 

1 

i 

~ 

E*5:Jn'5tfy 

i i 

1 ] 

- 

i | 

1 | 

- 

l 

f * 

i 

M&flf 

i 

- 1 

~ 

- 

- : 

- | 

- 

- 

\ - : 

-* 

samswirt 

j 

- ! 

1 

- 

“ ! 

- 1 

- 

1 „ j 

~ 

Rffyce 

f , ! 

t j 

- 

t : 

~ 

1 ; 

1 | 

- 

| 

! ? j 

l j 

- 

3 | 

J 1 

- 

3 | 

s | 

i 

tCJSr*^»  2-rtl!  eci^^StrSjtfif 

45  j 

40  ] 

- 

40 ! 

4:>  ‘ 

\ 

4 £ \ 

«C  ! 

I - i 

- j 

- 

“ i 

- | 

j 

- 1 

" 

- 

Ssrs-ei  e«y  vtrri-.e^ 

; '<  •• 

' j 

- 

i j 

? i 

1 - 

1 j 

t 

Os*  £*3  ^5553  trades 

: - j 

~ ! 

- 

- 

- 

! 

- 

- 

- 

5 ! 

- 

5-  ; 

5 

5 | 

i s 

- 

E-^me'tsry  Ccc'-vstc^? 

l 

5 

£5  i 

1 2 

IS  ; 

1 23 

2 

TOTAL  PERSONNEL^ NUM3ERS  ' 1 

5 

24t 

19S  i 

"'45 

"24ti 

-f3§- 

r 45 

241  1 

i ?535-; 

1 ' ‘43 

Ir.  }fiu«<i3r 

- 

[ 

- ! 

S - i 

- 

Total  municipal  employees  headcount 

5. 1C- 

245 

195 

45 

241 

?3S 

45 

24t  j 

!9S 

45 

? i’tance  ^eaiccvr.* 

5,  'C 

24 

24 

w 

24 

24  i 

- 

U! 

1 24 

- 

-*tc--"ces  ptrsc-m*::  fttaswet: 

6.  ?v 

S 

5 

\ 

5 

$ 

3 

i S 

- 

MAY  2017 


71 


MBRR  SA27  - Budgeted  monthly  revenue  and  expenditure  (standard  classification) 
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BRR  SA26  - Budgeted  monthly  revenue  and  expenditure  (municipal  vote) 
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MBRR  SA28  - Budgeted  monthly  capital  expenditure  (municipal  vote) 
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Emaiahleni  Municipality 


2017/18  Tabled  Annual  Final  Budget  and  MTREF 


1.18  Legislation  compliance  status 

Compliance  with  the  MFMA  implementation  requirements  have  been  substantially  adhered  to 
through  the  following  activities: 

1.  In  year  reporting 

Reporting  to  National  Treasury  in  electronic  format  was  fully  complied  with  on  a monthly 
basis.  Section  71  reporting  to  the  Mayor  (within  10  working  days)  has  progressively  improved. 

2.  Internship  programme 

The  Municipality  is  participating  in  the  Municipal  Financial  Management  Internship 
programme  and  has  employed  six  interns  undergoing  training  in  various  divisions  of  the  Financial 
Services  Department.  Of  the  five  interns  one  has  already  been  appointed  permanently  from  01 
February  2017. 

3.  Budget  and  Treasury  Office 

The  Budget  and  Treasury  Office  has  been  established  in  accordance  with  the  MFMA. 

4.  Audit  Committee 

An  Audit  Committee  has  been  established  and  is  fully  functional. 

5.  Service  Delivery  and  Implementation  Plan 

The  detail  SDBIP  document  is  at  a draft  stage  and  will  be  finalised  after  approval  of  the 
2017/18  MTREF  in  May  2017  directly  aligned  and  informed  by  the  2017/18  MTREF. 

6.  Annual  Report 

Annual  report  is  compiled  in  terms  of  the  MFMA  and  National  Treasury  requirements. 

7.  MFMA  Training 

The  MFMA  training  module  in  electronic  format  is  presented  at  the  Municipality's  internal 
centre  and  training  is  ongoing. 

8.  Policies 

An  amendment  of  the  Municipal  Property  Rates  Regulations  as  published  in  Government 
Notice  363  of  27  March  2009,  was  announced  in  Government  Gazette  33016  on  12  March 
201 0.  The  ratios  as  prescribed  in  the  Regulations  have  been  complied  with. 
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BRR  Table  SA2  - Matrix  financial  performance  budget  (revenue  source/expenditure  type  and 
department) 
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MBRR  Table  SA3  - Supporting  detail  to  Statement  of  Financial  Position 


EC13G  Ematehieni  (Ec)  - Supporting  Table  SA3  Supportinqing  detail  to  'Budgeted  Financial  Position' 
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MBRR  Table  SA9  - Social,  economic  and  demographic  statistics  and  assumptions 


£C136  Emalahteni  (Ec)  - Supporting  Table  SA9  Social,  economic  and  demographic  statistics  and  assumptions 
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2 290 

5*4#- *1280 
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Emalahleni  Municipality 


2017/18  Tabled  Annual  Final  Budget  and  MTREF 


1.19  Municipal  Manager’s  quality  certificate 


I Dr  S W Vatala,  Municipal  Manager  of  Emalahleni  Municipality,  hereby  certify  that  the  tabled 
annual  budget  and  supporting  documentation  have  been  prepared  in  accordance  with  the 
Municipal  Finance  Management  Act  and  the  regulations  made  under  the  Act,  and  that  the  annual 
budget  and  supporting  documents  are  consistent  with  the  Integrated  Development  Plan  of  the 
municipality. 

Print  Name  DR  S W VATALA 


Municipal  Manager  of  Emalahleni  Municipality 


Date  13  May  2017 


May  2017 
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